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Terms for Mr Molotov 


HE Western Allies will negotiate on the German question provided 
the Russians agree to raise the blockade of Berlin as a preliminary. 
This is the substance of this week’s communication to Mr Molotov. It 
is, of course, passible that the Russians are now intent on driving the 
Western Powers from Berlin as an end in itself and not simply as a means 
of bringing them to the conference table. In which case, it is difficult 
to see how the talks can even begin. But there is at least a chance that 
the Western offer of talks will be accepted, that the siege will be tem- 
porarily lifted and negotiations between the Western Powers and Russia 
will begin. 

Beyond that point, however, all is dark, for whether the conference 
is confined to the limited question of Berlin’s future or widened to cover 
the development of Allied policy in Germany as a whole, there seems no 
‘genuine basis for a settlement. The disagreements and deep divergences 
which have mined such a chasm between Russia and the West in the 
last three years cannot be conjured away simply because Russia holds an 
awkward trump in Berlin. Nothing has developed in the German situa- 
tion since last November to make agreement easier—-on the contrary, the 
cleavage is worse. What is new is the element of crisis and the risk 
of war introduced by the Russian blockade. 

On this immediate issue the Western Allies virtually know the Russian 
position. The blockade will be raised permanently if the Allies abandon 
their political and economic plans for Western Germany. All attempt 
to establish Frankfurt as a federal capital must be abandoned, and the 
Western Powers must drop their economic objective of including Western 
Germany in the Marshall Plan and in an eventual Western Union. 
These are the terms. Should they be accepted ? The Allies are not 
completely unanimous on this point. French hesitations have been 
notorious and M. Bidault’s acceptance of the settlement for Western 
Germany, finally dragged from him at the London Conference in June, 


has cost him his post as Foreign Minister, even though the new French 


Government is prepared to honour the commitments he undertook... In 
the United States, Mr Walter Lippmann has conducted a sustained cam- 
paign against the settlement—‘ this plan that nobody wants ”—and like 
the French appears to favour a return to a Four Power military govern- 
ment for the whole of Germany. One of the strongest arguments put 
forward both by the French and by those who accept Mr Lippmann’s 
thesis has hitherto been that even the Western Germans themselves dis- 
liked both the idea of a government at Frankfurt and the proposal to 
include them in the Marshall Plan. But now this argument has become 
out of date.. In the last fortnight, the surprising success of currency 


. reform.on the one hand and the increasing resentment at Russian pres- 


sure onthe other have led te a change of mood among the Western 
German leaders. At this week’s.meetings they have shown a completely 
new spirit. -All are prepared to go ahead with the arrangements for a 
provisional assembly in September: and the idea of drafting a consti- 
tutional’ document is accepted. To abandon the whole Western plan 


at this point, under Russian pressure, would ‘be a diplomatic defeat fully 
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equivalent to—indeed, far more permanent in its effect than— 
any withdrawal from Berlin. 

For this, surely, is the point forgotten by French and Ameri- 
cam critics: the Western Allies took separate measures in 
Bizonia only after the Russians’ separate measures in the East 
and their general obstruction had come to threaten Western 
Germany with total collapse. That a recognisable policy for 
Western Germany is only emerging now after three years of 
occupation is one more proof of how slowly and unwillingly the 
Western Allies have been forced to adopt their separate measures. 
If now, in return for Allied abandonment of their separate 
policy in the West, the Russians offer nothing more than the 
lifting of the Berlin blockade, the Allies will be back in pre- 
cisely the political and economic chaos from which the 
Western plan has been a belated attempt to escape. To call 
such a deal a genuine bargain is to do violence to language, It 
would simply be an unvarnished Allied collapse. 


x 


There can be no swapping of Frankfurt for Berlin. So much 
is clear. But it does not necessarily follow that a wider settle- 
ment is ruled out. The Russians have given hints from time 
to time that they are ready to take up again the talks on a 
peace settlement for Germany which were broken off in Decem- 
ber last year. Since no limited negotiation can solve the Berlin 
crisis, there is in theory everything to be said for seeking to 
resolve the dilemma by incorporating both Berlin and Frank- 
furt in a settlement which covers all Germany. The difficulty 
is to find general terms upon which all four occupying Powers 
can agree. 

The fundamental obstacle is the fact that Europe, in the 
main by Russian action, is divided into two camps. If there 
were a neutral area to which both sides could consign the 
German people, the outlook both for agreement and for peace 
would be brighter. But from Stettin to Trieste the line runs 
dividing the Continent in fixed ideological terms. Any shift 
in the line must, therefore, raise the question of Germany’s 
future adherence to one or the other. Swing the line westwards 
to the Rhine and the Germans enter the Soviet fold. Swing it 
eastwards to the Oder (or beyond), and they become potential 
partners in a Western association, This is a fact which no 
negotiator can ignore and the terms he proposes will inevitably 
be designed to swing the line in the sense favourable to his side. 

So it is with the Russian terms for a general settlement 
proposed last year. The four main points—Four-Power control 
of the Ruhr, $10 billion worth of reparations from current 
production, elections for a central government in Berlin and 
the withdrawal of troops—are, with the exception of the repara- 
tions clause, reasonable enough at least to consider. But the 
Western Allies must take into account their further implications. 
Four-Power control of the Ruhr, coupled with reparations, 
would draw West German production away to Russia. One of 
the pillars of the Marshall Plan would fall. Direct Russian 
control in the Ruhr would be used to stimulate Com- 
munism and anti-Western feeling by all means possible. Cen- 
tral elections for a Berlin Government would mean that 
one-third of the vote would be Soviet-controlled through the 
Socialist Unity Party. And the parity of Allied and Russian 
military withdrawals sounds complete only until it is remem- 
bered that Russia withdraws across the Oder and America across 
the Atlantic. 

These dangers give the clue to the conditions which the 
Allies would need to secure in reaching a settlement satisfactory 
to their interests. In the first place, there can be no compromise 
on the issue of reparations or the Ruhr. The Ruhr basin is 
essentially a foundation of European prosperity and no per- 
manent settlement can be envisaged for it which involves con- 
trol by extra-European Powers. Even American participation 
is an anomaly which should end in 1952. Russian control is 
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not admissible even for a limited period. This veto need not 


necessarily be extended to joint schemes of disarmament con. 
But the folly of 


trol. There the Russian interest is direct. 
attempting to control rearmament by a tight supervision of 
whole industries, as distinct from the prohibition of the manu- 
facture of certain dangerous end-products (such as guns, tanks 


and aircraft) i is becoming more and more generally recognised, 


Once it is accepted, the last argument for Russian intervention 
in the Ruhr disappears. 


* 


The proposals for free elections and for the withdrawal of 
troops cannot be rejected out of hand. In the long run, both 
are desirable. But the Allies face a situation in which the 
realisation of either cannot be secured safely under present con- 
ditions. The removal of troops from the Soviet Zone is not 
simply a question of withdrawing Russian combat troops across 


the Oder. The Zone contains a network of armed Soviet police — 


organised by the MVD, and far more responsible than the army 
of occupation for the police terror in the Eastern Zone. It 
would, therefore, be necessary to secure a total withdrawal of 
all extra~German forces, to have the move supervised by a 


neutral body and, moreover, to reorganise the German police 


which is now a totally Communist body (and threatens to 
become so even in Berlin), On the Allied side, too, the with- 
drawal of the occupation forces would need to be carefully 
arranged and even more carefully timed. It should in no case 
precede the signature of a close, binding Western Defence Pact 
which, among other things, envisaged periods of training in 
Western Europe for the armed forces of the United States and 
Canada. Such a pact and such arrangements would provide the 
element of forceful guarantee without which any agreement with 
a dictatorship is worthless, and without which any hint of 
a total Allied withdrawal might throw German opinion into 
hopeless and demoralised alarm. Only when a total clearance 
had been made of Russian troops and Russian police, could 
there be any question of free elections. Provided they were 
free, the Western Powers would have nothing to fear. A 
genuinely free vote would show the Communists up as the 
tiny minority they are throughout Germany. Then, provided 
the future constitution were given a federal form, the political 
future of Germany would be reasonably assured. 

The mere enumeration of the conditions which would make 
a general German settlement safe and acceptable to the West 
suggests the high unlikelihood of the Russians accepting them. 
Yet an outright rejection may not be inevitable. Indeed, in 
some ways, a Russian acceptance would entail grave incom 
venience to the Western Powers. Economically, as its Two 
Year plan shows, the stripped and ruined Eastern Zone is a 
liability. If Germany as a whole were now to be drawn into 
the Marshall Plan, very many of the assumptions upon which 
it is based would have to be drastically revised, and the need 
for outside assistance would be considerably larger than is calcu- 
lated at present. The political difficulties are possibly even 
graver. The fears of Europe—both Western and Eastern Europe 
—might be dangerously reinforced if a united Germany of over 
60 million souls became a founder member of a scheme for 
Western Association. Yet to leave a reunited Germany out of the 
plans for Western Union would be impossible, since a Soviet 
German Reich would be an even more dangerous proposition. 

If this account of the possibilities of negotiation is anything 
like accurate and exhaustive, it must be admitted that the pro- 
spects of an agreed settlement are small, and that the talks 
are likely to end in deadlock. The Western Powers must 


therefore accompany any discussion with the Russians at the — 


conference table with private discussions to decide what their 
policy is to be if the Berlin blockade is not lifted. Negotia- 


tions may only give both sides breathing space. The Westem — 
Powers should come out of it more lucid and more united than 


they went in. 
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Production at Any Cost 


VIDENCE continues to accumulate that the too-much- 

money-chasing-too-few-goods phase of the inflationary 
problem is waning, even though it is not yet nearly over. Queues 
are shorter, theatres, restaurants and seaside hotels emptier ; 
prices rather than coupon values restrict the demand for an 
increasing range of goods. While unemployment remains fan- 
tastically low, there can be observed a significant lengthening of 
the Appointments Wanted columns on the classified advertise- 
ment pages, and a corresponding shrinkage of the Situations 
Vacant. The amount of purchasing power on the home market 
is still, by any standard, excessive in relation to the amount of 
goods which Britain can afford to consume ; and ominous rumb- 
lings from the engineering industry and elsewhere show that a 
new round of wage increases may begin at any time, in the 
absence of the firmness and skill needed to prevent it ; but with 
all due caution one can aver that the tide has turned. 

Income inflation, however—‘ too much money chasing too 
few goods ”—is only half the story. Ever since the beginning 
of the war, but with increasing momentum between 1945 and 
the eclipse of Dr Dalton, prices have been, as it were, sucked 
upwards by demand ; and the obstacles imposed by controls on 
essential goods merely concentrated the sucking force of surplus 
purchasing power on inessentials, thus throwing the whole 
weight of the profit motive into that distortion of economic 
activity vainly lamented in successive Economic Surveys. But 
this process, drearily obvious to every sensible. observer, was 
accompanied by another, less obvious in the past, but now per- 
ceptibly moving into the spotlight ; the inflation of costs, the 
pushing upwards, as against the sucking upwards, of selling 
prices. Throughout the war, throughout the coal crisis, the food 
crisis, the housing crisis, the national demand has been, loudly 
and uncritically, for production at all costs ; and the harvest of 
costs has been even more impressive than the harvest of 
production. 

The tide of income inflation can be reversed comparatively 
easily ; the tide of costs is a very different matter. The never- 
lifted depression which hung like a fog over Britain between the 
two World Wars was, in part, the product of just such an incom- 
plete reversal of inflation—incomes deflated, costs relatively 
immovable. Both fer obvious political reasons and because there 
has, after all; been some increase of economi¢ knowledge over 
the past quarter of a century, the exact situation of the twen- 
ties and thirties is unlikely to recur ; but some of the factors 
which went to its making are recognisably present once again. 
The most obvious example of the typical post-inflation 
dilemma is, of course, provided by the wireless industry, where 
the margin between costs and selling prices has dwindled, for 
the less well-placed firms, to nothing or less ; and the troubles 
of the wireless makers are shared to the full, for no very 
Obvious reason, by the jobbing engineers. Hosiery and woollen 
textiles face the same dilemma in a form only less acute, and 
wails of distress are arising from a catering industry which 
finds its costs not merely irreducible but, under the terms of 
the Catering Wages Act, rocketing upwards just when demand 
is unmistakably falling away. The level of demand does not, of 
course, subside evenly as the tidal metaphor misleadingly sug- 
gests. It has local subsidences, local resistances, even local 
reactions against the downward trend. But the experience of 
the wireless and hosiery industries is likely to be shared by 
many others. Pressure for reduction in costs will soon be a 
universal problem: 

The rigidity of costs is a very relative matter. Such price- 
slashing as has Occurred since Sir ‘Stafford Cripps’s appeal in 
the spring has come less out of production costs than out of 
profit margins, ‘whether of manufacturers, wholesalers or 


retailers. There is room for a great deal more on these lines , 
but it would be rash to expect much reduction in costs merely 
from the process of squeezing margins. For one thing, the psy- 
chological atmosphere is hardly favourable. The production-at- 
any-cost attitude still understandably governs policy in coal and 
in agficulture, and the example thus set is not conducive to 
cost-mindedness elsewhere. But this is not the most important 
influence working against resolution in cost-cutting, The level 
of costs has been for so long dependent on Government action 
or inaction that business men have lost much of their sense of 
personal responsibility, In one industry it is impossible to shop 
around for cheaper raw materials because the sole supplier is 
the Government bulk importer ; in another, a minor but essen- 
tial readjustment must be fought for tooth and nail in a three- 
months’ correspondence campaign with stonewalling Depart- 
ments ; in another, controls prescribe the rake-off to be taken by 
successive supernumeraries ; in another, economy depends on 
steady capacity operation which in turn depends entirely on 
allocations of fuel or material which are wholly outside the 
firm’s control. The way to thrive, too often, is to know which 
way the official cat will jump ; the most profitably applied efforts 
of the business man are those directed to making it jump the 
right way. If these fail, fatalism is a more usual reaction than 
resolve to do what one can in the field still open to individual 
initiative. 

This supineness, fostered by six years of this-that-and-the- 
other-at-all-costs, and three more of trimming to the official 
winds, is not, of course, universal ; but unfortunately there are 
other psychological obstacles to cost reduction. There is the 
profound national conviction, far antedating the war, that com- 
petition is immoral and mobility—whether from place to place, 
from technique to technique, or from job to ‘job—a detestable 
last resort ; a conviction found in its full flower in the trade 
union movement, but enthusiastically shared by a very large 
proportion of business men. ~Costs, in these circumstances, 
are not something to be tackled but something to be taken for 
granted: a datum like the number of weeks in the year or the 
temperature of boiling water at sea level. 

No psychological revolution would, of course, make cost 
reduction easy. The biggest item in most firms’ costs is wages, 
and no serious cut in wage rates is economically conceivable 
under a regime of full employment or politically concetvable 
under almost any regime at all. One can cut expense accounts, 
tighten up on sundries, and prune overheads, but that does not 
take one very far. To reduce labour costs by the installation of 
better equipment, by improved factory and office layout, and 
so forth, is an avenue too often blocked by the resistance of the 
unions or by the impossibility cf getting the necessary machines 
or the necessary building ; and this is, indeed, as well-worn an 
excuse for inaction as the obstructiveness or arbitrary behaviour 
of officialdom. In all industries there are firms which, refusing 
to be discouraged by these difficulties, have in fact kept their 
costs down or, after a rise, drastically reduced them ; but no 
single, universally applicable recipe for success emerges from 
their experience, In a sense, such a recipe is summed up in the 
words “ good management ”; but management, like housewifery, 
comprises a vast number of different skills, ranging from a 
thorough familiarity with the relevant productive techniques to 
a diplomatic knack for eliciting the co-operation of bright Red 
shop-stewards. Deficiencies in management, such as undeni- 
ably exist over the bulk of British industry and help to account 
for the rigidity of its ccsts, are at once harder and easier to 
remedy than deficiencies of equipment or buildings. Installing 
a machine, providing that it is available, is a fairly straightfor- 
ward business ; breeding a race of diplomat-technicians is 4 


- > a aoe 








172 


good deal trickier, particularly when the problem is seen in its 
present-day context of elephantine public-enterprise organisms 
and of aspirations for workers’ control. Emphasis on good 
management as a means of reducing costs does, however, remain 
within the competence of the individual firm. Bulk purchase, 
material and price controls, rationing, licence requirements, and 
union regulations have removed from that competence, tem- 
porarily or permanently, much of the matter on which business 
ability has traditionally exerted itself ; it has not removed the 
art and science of management, concentration on which has 
become more rather than less important with the narrowing 
of other possibilities of cost-reduction. 

Even given the utmost ruthlessness in squeezing superfluous 
water out of squeezable margins, the utmost concentration on 
good management, the utmost skill in disentangling the red- 
tape cat’s cradle of controls, the most forbearing, public-spirited 
and constructive attitude on the part of the unions, and the 
maximum of economic statesmanship in the handling of money, 
credit and foreign trade relations during the next few years— 
if all these, and the maintenance of world peace, can be assured, 
the establishment of a post-inflation equilibrium is bound to be 
extremely difficult. Inflation, whether overt or partially sup- 
pressed, does not merely distort the relationship between costs 
in general and prices in general, but those between particular 
costs and particular prices ; between the prices of capital goods 
and consumer goods, of luxuries and essentials, of export and 
home products, between the costs of more and less heavily capi- 


Bread and 


S there something wrong with colonial policy ?. It cannot 

be denied that there is a widely held belief to that effect— 
so much was apparent in last week’s debate on economic develop- 
ment and in the earlier, more superficial and routine debate 
on the colonial estimates. The uneasiness is partly due to 
events in Malaya, where the situation seems to have got beyond 
the control of the local government in a way only too reminiscent 
of the Arab revolt of 1936 in Palestine. It is clearly far more 
serious than the sporadic outbreaks against colonial rule or 
European employers, which turn up with unhappy regularity 
throughout the colonial empire. There is, therefore, a fear 
that the story of Malaya may be repeated elsewhere. 

Yet to any unprejudiced eye, British colonial policy since 
the war is surely outstanding for its aims and achievements, 
Compared with the nineteen-thirties, which saw Newfoundland 
fall from dominion status and Malta and Cyprus have their 
constitutions suspended, and also saw all the symptoms of deep 
economic distress almost throughout the colonies, the years 1945- 
48 have marked a big advance. Ceylon has peacefully crossed 
over the boundary between dependent Empire and independent 
Commonwealth. Malta has had responsible government in 
internal affairs restored to it. The promotion of Cyprus is 
under discussion. The West African colonies now have un- 
official majorities in their Legislative Councils. In Kenya and 
Northern Rhodesia, there is what would have hardly even have 
been thought of in the prewar years—direct African representa- 
tion, along with European, on the Legislative Councils. There 
can hardly be a colony which, has not, since the war, had its 
constitution reviewed and modified in the direction of more 
self-government, 

Has the pace been too fast? Is the rebellion in Malaya, 
where a most painstaking attempt was made to frame a con- 
stitution which would satisfy political aspirations without harm- 
ing the less advanced communities, to be typical of progress 
towards self-government ? Has British policy fallen into the 
old mistake of thinking too much of political progress and not 
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talised industries, between old-established firms and newcomers, 
between the sheltered and unsheltered types of enterprise. Foy 
as long as the process of inflation—both of prices and of costs 
—is going on, business works without a reliable yardstick, 
accountancy is a distorting mirror, and errors ate. inevi 
Some of these come to light early ; the radio industry is already 
paying the price of undue reliance on the continuation 9f 
inflationary luxury spending. Others may take decades to reveal 
their full consequences. When everything possible has been 
done to cut costs, there is certain to remain a residue of business 
problems which can only be solved by the less congenial method 
of cutting losses. : 
There is a sense in which “ production at any cost” 
remains obviously essential, a matter of life and death to the 
impoverished British economy. But it is not a cost w be 
reckoned in internally devalued pounds. It is the cost of 
renouncing fatalism, nostalgia for the good old days, and 
attachment to the privileges embodied in prewar quotas or 
wartime margins. It must be paid in acceptance of adapta 
tion, of mobility, of the inconvenience of risk-bearing and 
the grim realities of individual bankruptcy. It must be paid, 
in short, by the cultivation of a positive, resilient, and strictly 
realistic attitude to economic affairs, an attitude almost lost in 
twentieth-century British industry. The lead in willingness 
to pay it can only be given by private business, which can thus 
justify its existence at the same time as it lays the foundations 
of a more solid prosperity. 


the Vote 


enough of the economic and social progress, without which 
self-government cannot ‘succeed ? 

Again, the answer must be that economic policy in the 
colonies since the war has been on a scale quite inconceivable 
in the ‘thirties. Successive Secretaries of State, from 1940 
onwards, have emphasised that economic development is no 
less essential than the grant of new constitutions—not because 
it is an end in itself, but because it is the only sure means of 
achieving responsible government in the colonies. The Colonial 


‘Development and Welfare Acts of 1940 and 1945, and the 


Overseas Resources Development Act of this year, have all been 
inspired by this one aim—that economic development must 
keep pace with political progress, that the vote is no use to 
people whose first need is bread. 

But in spite of all the energy that has gone into development 
and welfare, both at home where, as Mr Creech Jones showed 
in a parliamentary answer last week, the Colonial Office has 
been reorganised to meet the new demands made on it, and 
in the colonies, economic development has not proceeded any- 
thing like so quickly as has the grant of more. responsible 
government. It is. still for the most part a matter of paper 
schemes, of machinery and organisation, of the appointment of 
development officers (and, now, development liaison officers), 
of aims rather than achievements. This was clearly brought 
out in the recent report on colonial development by. the Select 
Committee on Estimates—and, even more, im the evidence given 
to the committee. In the year 1946-47, the first year of the 
ten-year plans drawn up under the 1945 Act, the development 
and welfare vote amounted to £9,340,000—but only £3,546.688 
was actually spent. In 1947-48, the vote was reduced 10 
£7,510,500, but actual expenditure still fell below it — at 
£5,326,278. In the present year, the vote has again been 
reduced, to £4,310,000. 

The reasons for this underspending are shown in the Select 
Committee’s report. First there is the delay inherent in the 
division of responsibility for the ten-yeaz plans. between the 
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colonial governments and. the Colonial Office. Consultation 
jocally, consultation centrally and all the to-and-froing between 
departments that characterise civil service methods must take 

before a plan. is finally approved. Sir Sidney Caine, 
until recently a deputy Under-Secretary of the Colonial Office, 
claimed that the review and approval of a plan in London took 
place with the minimum of delay. But it took two: years for 
a forestry scheme in Nyasaland to reach the final stage of 
approval by the Colonial Office. 

A much more important reason for the slow progress of the 
development and welfare schemes is, however, the shortage of 
manpower and materials—constitutions can be framed without 
steel. Throughout the evidence given to the Select Committee; 
the prevailing shortages crop up. “ There is a world shortage 
of tractors,” said Sir Edwin Plowden, with -reference to the 
East African Groundnuts Scheme. “We are all,” said Sir 
Geoffrey Heyworth, discussing the relations between private 
enterprise and Government activity in the colonies, “ trying 
to get hold of the same screw or nail.” And a member of the 
board of the Overseas Food Corporation said that the demand 
for spare parts for tractors was “immense from all countries 
in the world.” The Colonial Development Corporation and 
the Overseas Food Corporation are to have more freedom in 
executing their, projects than the colonial governments have for 
their ten-year plans, But they, too, are frustrated by the lack 
of supplies. 

A third reason for the lack of progress is that colonial 
development has become caught up in the toils of the United 
Kingdom’s balance of payments. Some of the badly-needed 
equipment could be had—from America. More labour would 
be available if more consumer goods could be sent to the colonies 
instead of to hard currency areas. More important, however, 
is the effect of the balance-of-payments crisis on the whole 
strategy of development. When this strategy first took shape, 
it was assumed that the first and foremost, if not the sole, aim 
of colonial development was to raise colonial standards of living 
and thereby strengthen their political advance. This is, in fact, 
still the view of the Colonial Office. The Nigerian development 
and welfare plan, said an Assistant Under-Secretary of State to 
the Sclect Committee, was not designed with an eye to the 
United Kingdom’s balance of payments. “ It was designed for 
the development of Nigeria.” 

But the practical effect of this policy was, quite naturally, 
chat development began all over the colonial empire at the same 
time. What supplies of capital equipment and technicians were 
obtained were consequently scattered. The question now being 
asked, therefore, is whether a few schemes ought not to be 
completed rather than many started. Ought we not — the 
question was raised in last week’s debate—to get the groundnut 
scheme well going before we move on to the waters of the 
Nile ? Let us finish at Kongwa before we move on to Jinja. 
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Moreover, in selecting colonies for rapid intensive development, 
ought we not to have an eye to their dollar-earning capacities ? 
Would it not have been better to put the effort that has gone 
into the groundnuts scheme into rehabilitating Malaya, whose 
tin and rubber are wanted in the United States ?~As it is, 
by concentrating on Malaya’s constitution and hastening on its 
political progress before its shattered economy was restored, 
the Colonial Office—so the argument goes—is in danger of 
losing this dollar-earning colony altogether. 

These are weighty arguments. And now that colonial 
development has been drawn into the orbit of the Central Plan- 
ning, Staff under Sir Edwin Plowden, some selection will, it 


“seems, take place. Development, actual development as distinct 


from the framing of plans, will be more intensive in the future— 
and will be carried out with an eye to the balance of payments. 
But what will be the effect on those colonies which are told 
that their schemes will have to wait ? Will it not lead us to-as 
much trouble as the premature grant of a new constitution ? 
It may be possible to restrict development to a few attainable 
schemes. It is quite impossible to restrict constitutional pro- 
gress to colonies whose economic future is assured. The 
demand for more responsible government is infectious, and all 
experience shows that it cannot be indefinitely withstood. 

The difficulty, as Mr Rees-Williams pointed out in last week's 
debate, is that successful development may need tight control 
from. Whitehall, whereas political progress means that that 
control becomes looser and looser. The dilemma seems in- 
escapable, but there is at least a partial solution which was 
recommended in the Select Committee’s report. For all its 
emphasis on the need for better planning at the centre and a 
stricter system of allocations, the commnttee did not fall into 
the mistake of thinking “that “well-meant authoritarianism ” 
was the right answer. 

Even at the risk of apparent inefficiency, ‘* is essential that 
the work undertaken should spring from the devire. of the 
people themselves, and that they should be partners in it at 
every step. 

It therefore recommended—with reference to Nigeria, but. the 
proposal is equally applicable in other parts of the colonial 
empire—that there should be a great extension of the practice 
of communal development (on the lines, perhaps, of development 
at Gezira in the Sudan), that is, “an upward movement of 
the people to meet the downward movement of Government- 
provided services.” Whole villages are encouraged to practise 
better methods of agriculture and better ways of living ; they are 
encouraged to think of ways in which their money, collected 
in taxes, can be usefully spent ; they are encouraged to build 
their own schools, possibly with local materials. In this way 
a Mass movement towards economic and social betterment may 
be initiated, which would be a surer foundation for constitutional 
progress than grandiose schemes that cannot be begun. Thus, 
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although such schemes, needing scarce materials and equipment, 
may in future be subject to tighter control from this country, 
there is still a vast amount of development, needing energy and 
faith rather than tractors and steel, which can: be done at once. 

What is. wrong with colonial policy is not its aims nor, except 
in detail, its methods, but the circumstances in which it is 
being carried out. The colonies are inflammable material, ahd 
whatever course is pursued, some stick will be found for beating 
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Great Britain. bared by oe Zs of he clonic ol 
vile abuse that is hurled by the Ziks 

remain in control, and Great Britain at present is not 
enough. ‘“ What we have we hold,” once declared Mr 

But can we hold it ? Hf we can, then the Third Colonial 

is one of which we may be justly proud. If not, cherie 
colonies will move, not forward to self-government, but 
disaster. Vs 


Caleb Diplock Decd. 


N July 5th the Court_of Appeal handed down a judgment 

of nearly 50,000 words in the case of Caleb Diplock’s will, 
and thus one of the most remarkable law suits of the century 
approaches its last lap. The will has been before the courts 
since 1939. It has given rise to not less than 123 actions, of 
which 20 have been brought to trial. Twice it has had a full 
dress show in the Court of first instance, and twice in the Court 
of Appeal. Once it has been before the Lords, and its second 
appearance there cannot be far distant. Expensive researches 
without end have been conducted here and in the Dominions. 
At least two._men have been killed by the worry of it. And as 
it mears its end it has come head on into collision with the 
National Health Service Act. And all this litigation, research, 
lavish expenditure, labour and sorrow sprang from one verbal 
mistake—the use in the will of “ or” instead of “ and.” 

The history of the Diplock family started with David 
Duplock, who was born in 1796 and spent his life in Sussex— 
at Jevington. Assisted by two wives he begat 31 children, of 
whom some emigrated and some remained in East Sussex. With 
a single exception none of them seems to have improved his 
worldly condition ; and that one exception was not an emigrant 
but a stay at home, who acquired a substantial fortune in the 
rising town of Eastbourne. Beginning as a gentleman’s gentle- 
man, he somehow opened a wine shop and brewery in Terminus 
Road—the wine shop is still there, but the brewery is now the 
*bus depét—and he died in 1884, leaving £67,000 to his three 
children, of whom the eldest was Caleb, the testator of the 
unfortunate will. This Caleb—an unpleasant person—sold the 
family business and took to the profession of miser, with such 
success that he left, when he died in 1936, a sum of £520,000. 

Seventeen years before he died Caleb had a heart attack, 
which so frightened him that he sent for a lawyer to prepare his 
will. He chose an Eastbourne solicitor, and explained to him 
that he did not care a fig for his relatives and wanted his money 
to go to charity ; but he could not choose the charities himself 
and he would leave it to his executors to distribute the assets 
among whatever institutions appeared to be the most deserving. 
To a layman it might seem a fairly simple job to draft a water- 
tight will on those instructions ; but the Law has its own pits 
and quagmires, and the solicitor, himself named as an executor, 
fell headfirst into one of them. Following an unhappy precedent 
he made Caleb leave his residue to be divided among “ such 
charitable institutions or other charitable or benevolent object or 
objects as his executors might in their absolute discretion select.” 
It was those two words “or benevolent ” that started the trouble 
and dissipated a very substantial part of Caleb’s hard gathered 
wealth. By saying “ or” when he should have said “ and ” the 
solicitor gave to the executors the option of endowing 
benevolence or of endowing | pubs 5 ; and.because charity and 
benevolence in legal t different things, the will 
(so far as the residue was co ) was void for uncertainty 
and so much waste papers The next of kin. were entitled and 


the executors had no right to distribute the money to charities. 


If the lawyer’s mistake had been recogmised immediately on 


Caleb’s death, the executors would doubtless have had mug 
trouble in tracing the next of kin ; but they would have 

the anxiety that actually killed two of them out of three. Ang 
discovered it very nearly was. One of the executors, Caléby 
own doctor, was flabbergasted by the size of the estate and 
suggested to his colleague, Caleb’s lawyer, that he would like 
to have counsel’s opinion before distributing ; but the lawyer 
resented the implicit criticism of his draftsmanship and they 
decided not to go to counsel. An admirable list ef charities was 
made out and by 1939 all the money was gone. Then the will 
was challenged. The executors had to go to counsel. 

Here we come to one of the queerest incidents in the whol 
story. The local miser’s £520,000 naturally made some sensa- 
tion in Eastbourne and, when it was published in 1936, 4 
reporter sent the story up to a news agency, seasoning it with an 
amusing example of Caleb’s meanness. That bit of meanness 
caught the eye of a news-editor in Newcastle, N.S.W., and the 
Newcastle Sun splashed it under the headline “ Meanest man. 
Surprise will.” This paragraph was noticed by an Australian 
cousin of Caleb’s who was living in a neighbouring state. He 
was an injured miner existing on a pension of £1 a weck, too 
old and infirm himself to be much interested, but blessed 
with a granddaughter, Thelma—a girl of character who decided 
that, if it were humanly possible for Grandpa to get something 
out of the will, that something should be got. Thelma first tried 
a direct appeal to the executors—unsuccessfully. She asked 
Australian lawyers to get the will upset on the ground of incom- 
petence, and none of them would touch it. But after three years 
a lawyer in Melbourne, noticing the word “ or,” spotted the 
mistake and told her that the bequests to charity were void for 
uncertainty, and the next of kin—including Grandpa—were 


entitled to the money, After three years of ineffectual sparring — 


Thelma had got the lawyers groggy. 

The battle that Thelma and the relatives now had to fight 
was a two-round contest (1) to prove that the bequests were void 
and (2) to prove that the charities which had had the money were 
bound to pay it back. Unless they could win on both issues they 
would be no better off. 

They won the first round after fighting the action up to the 
Lords. The details of this struggle have already been discussed 
in The Economist (September 8, 1945)—but when they came to 
round two they had to fight their way through a jungle of legal 
obscurity too dense for any layman to penetrate. All that can 
be said is that in the Court of Appeal they have won a victory 
that is very nearly complete and, unless the judgment is reversed 
by the Lords, most of the charities, if they still existed, va 
have to disgorge. 

But most of the charities were the governing bodies of 
hospitals, and on July 5th they no longer existed. Dissolved by 
the National Health Service Act they have had their day 
ceased to be. Against whom then would the anticipated judg- 
ment be enforced ? 

One would naturally expect the Act to provide for this con- 
tingency and arrange for all liabilities of the-old- bodies to be 
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transferred to the new beard. That seems. to be obvious and. 
sensible, but it is mot the way in which. we are governed.: The - 
Act did provide that the liabilities of non-teaching hospitals ' 
«incurred for the purpose of carrying on the hospitals ” should 
be vested in the Minister of Health ; and it may be, though it is 
far from clear, that that provision would enable the relations to 
go for the Government in respect of the non-teaching hospitals. 
But as regards teaching hospitals there appears not to be a word 
jn the Act to make either the Government or the new boards 
liable to the next of kin for a penny of the Diplock money. The 
old board was dissolved into thin air and is unusable. The new 
board seemed to have no liability. That was how the Act left it. 


At some undiscovered moment a whisper of the Diplock case 
must have penetrated into the cloistral recesses of the Ministry, 
for on June 16th, three weeks before the judgment was 


NOTES OF 


Sir Stafford Cripps’s artless—or was it artful ?—disclosure 
in Paris about the formation of an Anglo-American Council to 
encourage the increase of industrial productivity in Britain has 
caused an astonishing volume of protest. Unsupported by any 
of his colleagues, Sir Stafford experienced a most uncomfortable 
half-hour in Parliament on Wednesday under fire from Conserva- 
tives, Labour back benchers and, of course, the Communists, and 
the question was being further debated as The Economist went to 
press. The purists say that Parliament should have been told 
about the Council before Mr Hoffman. Conservative criticism 
springs from a mixture of wounded pride at any suggestion that the 
best sections of British industry should need any technical assist- 
ance from America and from a realisation, not so openly admitted, 
that management in other sectors is open to criticism. Those who 
complain that in return for Marshall Aid Britain has sold its 
birthright profess to see in the proposed Council the confirma- 
tion of all their fears—the arrival of the banker’s_ supervisor, 
armed with full powers to give orders and to bend British industry 
to American ways. 


It is possible to see in this political tenderness the psychological 
reaction to dependence on American assistance—a demonstration 
against any suggestion that there is a natural superiority in 
American methods or any defects in British industry which can 
only be put right with outside assistance. But the argument 1s 
not really concerned with such extremes. It is concerned quite 
simply with the value of an exchange of information about indus- 
trial methods between America and Britain. For the best indus- 
trial concerns in this country it will obviously have little value— 
their links with American industry and their knowledge of 
American practice are already close. For the more backward in- 
dustries, again, the direct fruits of such a committee should not 
be exaggerated ; the problems of industrial inefficiency are deep- 
rooted, and to point them out in international discussion between 
industrial bureaucrats is not to solve them. 


When all this is said, the outburst of criticism and suspicion 
which the formation of the new Council has caused is remark- 
ably childish, There are two main reasons for welcoming such a 
body. First, it is an earnest that Britain is taking _the 
problem of industrial efficiency seriously—and not before it is 
time. That will count in Britain’s favour when the time comes 
for Congress to discuss the second year’s programme of aid. It 
will also rob the criticisms of independent American observers— 
not all of them remarkable for their objectivity—of some of their 
sting. That is a point which the Trades Union Congress, in a 
guarded acceptance of the new Council, has been at pains to 
emphasise. ‘The second reason is the chance that American 
viewpoints on increased output and the co-operation of labour 
in. achieving it may stir British labour—and British managements, 
too—to greater effort, and towards the lifting of restrictive prac- 
tices. It needs no Anglo-American Council to demonstrate what 
is wrong with a large section of British industry—backward 
technique, inadequate capital equipment, and the frequent insist- 
ence of labour that technical improvement must on no account be 
Matched by a reduction in the manpower employed in particular 
laa But to suppose that the Council will have no uses for 

¢ improvement of British industrial efficiency is arrogant self- 
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delivered, Mr Bevan made a regulation: with Diplock’ stamped | 


all over it:— 5 , 
If immediately before the appointed day any action is existin 
against a dissolved authority, the same may be contin 
against the successors of the dissolved authority. 


As the action was still “ existing” on July 4th the regulation 
seems to cover it. 


This is a good example of contemporary legislation. Parlia- 
ment half bakes a Bill and calls it an Act. A civil servant finds a 
bit of it that is underdone. It is pushed, unobtrusively, back 
into the oven, re-emerges for a moment and returns for another 
cooking when the next chunk of raw dough is discovered. The 
silly thing about a document like this National Health Act js 
that, for all its omission and ambiguity, it cannot be adjudged 
void for uncertainty. 


THE WEEK 


Mr Hoffman in Paris 


_ Mr Hoffman, head of the Economic Co-operation Administra- 
lion, 1s a man of vigorous and sanguine temperament, and he has 
from the first thought of Europe’s Recovery Programme as a 
great combined operation through which, in a short time—perhaps 
in a shorter time than is strictly possible—the shape of a new 
Europe would. begin to emerge from the morass of postwar ‘dis- 
location. His is a courageous and creative vision. As he remarked 
to Sir Stafford Cripps, “If the people are once inspired, the 
results may surprise you.” 

It is this background of American optimism and achievement 
that helps to account for some of the reservations in Mr Hoffman’s 
mind when he arrived in Paris for ‘his first discussions with the 
participating nations, represented in Paris for the occasion by their 
Foreign Secretaries or Finance Ministers. “He clearly had doubts 
about the speed and vision with which both recovery and joint 
action were being pursued. He was also perturbed by the fact 
that the European administration in Paris was in the hands of 
Officials, not of men of Cabinet rank—as is Mr Averell Harriman. 
And on both counts he appears to have had a suspicion that the 
British Government were not exercising the leadership which 
could only be given by them. 

It is difficult to say whether these suspicions have been dissi- 
pated by the week-end’s discussions. The Sixteen were able to 
produce an agreed plan on increasing intra-European trade (its 
general working is discussed in a Note on page 194), and Mr 
Hoffman also persuaded them to accept the principle of a Four- 
Year Plan of action on which, year by year, a progress report 
in the shape of a One-Year Plan could be presented to Congress. 
To those who protested—not unreasonably—at the amount of 
paper work such schemes would involve, he replied: 

_ I want to make clear as crystal the fact that what I have in mind 

ig a programme of action, not a rigid and ponderous five year plan 

which tries to compress the life processes of a nation into a set of 
formule and a sheaf of statistical tables, 

It is clear that it is co-ordinated action, not scrupulous pro- 
gramming, that he had in mind, 


® 


A compromise was reached on the question of appointing more 
influential figures to the Paris organisation. A proposal to have 
regular meetings of the Foreign Secretaries and other Ministers 
who are on the Council of the OEEC was modified, at the request 
of the British, to the suggestion that such meetings should b- 
called at the discretion of M. Spaak, the chairman of the Counc’l. 

It fell to Sir Stafford Cripps to propose modifications on more 
than one occasion—all in a more modest sense. Indeed, the 
paradox was reached of Mr Hoffman, the American business man, 
urging the virtue of plans upon a reluctant Socialist Chancellor 
of the Exchequer. But Sir Stafford appears to have used his 
readiness to accept American technical advice and co-operation 
as a lightning conductor to deflect American criticisms of “ British 
timidity.” , 

All in all, it seems that Mr Hoffman has left Paris partially 
reassured. But the suspicions remain, and wére there to be six 
months of relatively small achievement in the next phase of ERP, 
all the old criticisms would revive. 
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M. Marie’s Uneasy Team 


The latest French political crisis was the 

the Socialists, By refusing to vote against the a to make 
a relatively small reduction in the military budget, they overthrew 
the Schuman Government which, led by a member of the 
Catholic MRP and composed in the main of Catholics and 
Socialists, could claim to be a post-liberation, centre-of-the-road 
government. By this irresponsible action—which incidentally 
deprived France of a government at a time of crucial discussions 
on Western association and defence—the Socialists hoped 
apparently to strengthen their position vis @ vis the electorate ; 
for, they argued, a period out of office, free from complicity in 
unwelcome policies, might recoup some of the popularity steadily 
lost in the last three years. 

The calculation could hardly have been more mistaken, Faced 
with a prolonged cabinet crisis, the Socialists could not push 
irresponsibility to the pitch of leaving M. Vincent Auriol with 


_ no alternative but to call on M. Thorez or General de Gaulle to 


form a government. Counselled and encouraged by M. Blum, 
they agreed to join the new Cabinet formed by M. Marie—a 
Cabinet which is in every way less favourablé to them, It is 
led by a Radical-Socialist, who in spite of a heroic war record 
in Buchenwald, is nevertheless a man of the Third Republic. 
It is politically further to the Right than the Schuman adminis- 
tration since it includes representatives of all the parties of the 
Right, short of the Gauliists. Above all, it is likely to follow, 
under the direction of M. Paul Reynaud (another figure from 
the Third Republic) a conservative economic policy of “saving 
the franc” at whatever risk of unemployment. The Socialists will 
become the first targets of Communist attack for having sold out 
to the bourgeoisie. At the same time, their hapless manoeuvre 
has given the Gaullists one more whip with which to beat the 
Constitution. 

In these circumstances, M. Marie’s new coalition must be an 
uncertain affair. It is held together by the negative desire to keep 
others out and not by any positive plan for co-operation, M. 
Reynaud’s economic measures will be unpopular. There is no 
popular way of dealing with the tremendous budgetary deficit 
which threatens France with a new wave of inflation. On one 
point only is there some unanimity—the project of European 
federation. But here it is a question not of persuading colleagues 
but of overcoming the cold reception given the project by Britain 
and Benelux, 


* * * 


Long Vacation ? 


Despite the Berlin crisis, the closing weeks of the summer 
Parliamentary term have been marked by little of that tension 
which characterised the corresponding period last July, when the 
economic crisis was reaching its climax. Weariness may account 
in part for this, The Members have dealt in all with sixty-eight 
public Bills since last November, and the sixty-ninth—the Parlia- 
ment Bill—will be ready for its second treatment when the 
Houses reassemble for the special session in six weeks’ time. Some 
of these, such as the Criminal Justice Bill and the Representation 
of the People Bill, were not only complicated but also proved to 
be much more controversial than had been expected, and on the 
Gas Bill the Opposition waged a struggle even more bitter and 
protracted than on earlier nationalisation measures. It is not 
surprising that in these circumstances the Commons in the heat 
of Monday evening should have — to find the subject of the 
sale of poisons sufficiently interestiig to keep a quorum in the 
Chamber, causing the House to be counted out at a quarter to 
midnight. There had been one or two bursts of absenteeism a 
little earlier, particularly when the food situation was debated 
a fortnight ago to a yery thin House. But to judge by columns 
of Hansard spoken, and the volume of legislation passed, the 
Members can adjourn without — too acutely concerned that 
in a _pecent Gallup Poll the job of a politician was classed as 
the “most consistently overpaid.” 

Although not destined for such an exciting summer holiday 
as their American counterparts, Members of Parliament will be 
anxiously testing opinion in their constituencies. The Conserva- 
tives will be concerned to discover whether the Industrial Charter 
is really more than their less sophisticated supporters can stomach, 
and upon what lines to construct their Party Conference in the 
autumn. The Socialists will be watching even more anxiously 
to discern whether Mr Morrison or Mr Bevan is proving the 
doughtier warrior in the battle for the middle classes, and to 
whet .feaoat, UR One thing ic be spends in a battle over steel 
nat n. One is certain—that the caching elec- 
tion has temporarily healed the growing rupture within the Labour 
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The Fate of a Free Vote : 


The Government’s decision not to proceed with the com 
promise clause abolishing the death penalty was in the circum 
stances the only thing it could do. To have insisted on it would 


have meant losing the whole of the Criminal Justice Bill, and 


it was for this reason that the Government was able to o 
the support of some prominent abolitionists for its decision. ia 
there were many who were unconvinced and resented My 
Morrison’s refusal to pledge the Government to introduce a bil] 
dealing with the death penalty in a future session. An 

of the voting shows that though only 33 Labour meme va 
against the Government, there were well over a hundred absten- 
tions, among them 7 Cabinet Ministers. 

There are good reasons for this lack of support. The con 
troversy over abolition has left the use of the death penalty ing 
very unsatisfactory position.. The drafting of the compromise 
clause has given an indication of the way the Home a 
mind may be expected to work when he has to decide w 
to reprieve. But it may well be unfortunate that this indic: 
has been given ; for a separate decision will still have to be made 
in each case, and the partial lifting of the veil will only create 
confusion and uncertainty. 

Another reason for the lack of support from the Labour Party 
is that the future of the death penalty was, after all, left to a free 
vote of the House, and by a free vote the House abolished it, 
It would be a great pity if the fate of this free vote meant that 
nothing in future can be decided as a non-party issue. The 
trouble, however, in the case of the death penalty arose 
first, the vote was not altogether free—the Government collectively 
had one view and Ministers were not allowed to vote against it 
Secondly, the Government made the great mistake of allowing 
a free vote on one clause of what was otherwise a Government 
bill and of arranging for the vote to take place only as that Bill 
reached its last stages in the Commons. If the proposal 'to abolish 
the death penalty had been incorporated in a private member's 
bill—here if ever was a case for restoring private members’ time 
and had been given publicity before the free vote was taken, - 
political tangles might well have been avoided. 


* * * 
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Challenge to BOAC 


The purchase of the Canadairs has put BOAC or its onc 
since the lack of economic machines will soon no longer be 
acceptable as an explanation of heavy losses. The Corporation is 
now promised the tools, and has begun to organise itself for thé 
job. Some changes had been made even before last weck’s de 
velopments ; and this implicitly acknowledges that not all shoft- 
comings were due to unsatisfactory aircraft. Considerable reduc 
tions in staff have been made over the last few months. Last 
August BOAC employed 23,200 persons. By January the figute 
had fallén to 22,500 and by mid-June to 20.800. 

But the new changes amount to much more than adjustment? 
to the old system. Decentralisation is their keynote. The London 
head office is to have its size reduced and its- functions limited 
to policy and advice. There will be a Western Division in Mom 
treal, responsible for the area westwards from London to Aus* 
tralasia, and an Eastern Division in Cairo, responsible for the are® 
eastwards from London to Australasia and Japan. The divisional 
managers will have full responsibility for the success of their 


divisions. Each division will be split up administratively int 


Lines, which will fly the routes through the divisional area, and 
into Areas, which will provide the traffic and facilities for thé 
Lines. Each component part of the organisation will be expected 
to operate at competitive rates. The same principle will govertt 
the operations of the Corporation’s ancillaries. If the repair and 
maintenance division cannot do its job at least as cheaply as at 
organisation outside BOAC could, it will go out of business. 
Happily this division is so competitive that it attracts outside, and 
even foreign, custom. 

It is this spirit and the fact that on the North Atlantic 
where BOAC already operate modern aircraft, it shows the hi 
— of any airline—which enables one to share to some 







the Corporation’s confidence. Since it has also centralised he 


ordering of new aircraft, it should in future avoid the 


custly vacillations which earned it bad marks f. the C 
Committee. sg ers 
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It will obviously be some time before judgment can be passed 
on these new methods and new machines. The act that has just 
ended was a flop—and was received as such, There are good 
hopes that the act on which the curtain is now rising may provide 
much better value. The audience and critics—and management— 
should give the players a fair chance to show what they can do. 


& x > 


In Tito’s Capital 


The control of the Danube is an old bone of contention 
between East and West. The conference at Belgrade which 
begins today between Britain, the United States, Russia, France 
and the riparian countries is partly a continuation of the earlier 
attempts to solve the problem, and partly yet another attempt 
to find some common ground between East and West. Ever since 
the Congress of Vienna in 1815, efforts have been made to prevent 
individual nations from denying free rights of navigation to the 
other countries concerned, The European Commission of 1856 
established the principle of unrestricted navigation on the lower 
reaches of the Danube, and, after the First World War, the 
International Commission extended the principle to cover the 
rest of the river’s navigable course. But, after the Second World 
War, Russia closed the section of the Danube under its control— 
from near Linz to the Black Sea—to all non-Soviet shipping. 
Some 700 ships were affected, with the result that trade with 
Eastern Europe has been much reduced. 

The interest of the Western Powers in the Danube is to in- 
crease the trade between East and West by restoring the right of 
unrestricted navigation over the whole length of the river. The 
Western Powers maintain that, by shutting off half the river, 
Russia is harming the interests of both the riparian countries and 
the West. The purpose of the conference at Belgrade is to end 
the present restrictions on river traffic and to establish an inter- 
national authority to ensure that the Danube is kept open for all 
who need to use it, 

Russia has, from the time of the Peace Conference in Paris 
of 1946, shown itself to be against the principle of the free use 
of the Danube. Mr Molotov, when the question was raised at 
Paris, made the uncomfortable suggestion that if the Danube was 
to be thrown open to an international authority then so should 
the Panama and Suez canals be subject to outside control. The 
same suggestion may well be made again. But with Russia 
agreeing to the Belgrade Conference and the riparian countries 
standing to gain much more than they lose from removing the 
restrictions on Danube traffic, there may be some slight hope of 
breaking the deadlock between East and West on this particular 
issue. 

In any case it is a remarkable and welcome fact that East and 
West should be meeting at this moment in Belgrade, the centre 
of the Communists’ bitter family quarrel. Opportunities for 
ministerial visits behind the iron curtain are so rare that it is a 
pity that Mr McNeil has preferred to visit Geneva. Part of the 
art of diplomacy consists in looking for unexpected opportunities 
to talk with one’s opponents, and the Minister of State is wasting 
his time exchanging all the old battle-cries with the Soviet 
delegate in Switzerland, 


* * * 


Palestine and the Middle East 


The Palestine news this week has been a patchwork of odds 
and ends, symptomatic of nothing but the lack of any conscience 
or clear purpose in the counsels of the Powers. In opposing any 
action by the Security Council in the affair of the kidnapped 
Britons, America has again demonstrated that it is only concerned 
to uphold the authority of the United Nations if that coincides 
with Zionist interests. A motion by Syria, which in present inter- 
national circumstances could have had no more than a propaganda 
value, to ask the International Court for an opinion on the status 
of Palestine, was defeated. It had British support, but got one 
short of the necessary seven votes. In Jerusalem, the Zionists 
have declared the New City “ Israeli-occupied territory,” which 
is thought to be a preliminary to asserting some sort of authority 
over the Irgun Zvai Leumi there. 

The worst feature of the affair is the complete lack of support 
for Count Bernadotte. He must rely to a great. extent on the 
United States to give him the men and the materials necessary 
to enforce his authority...The other two Powers concerned— 
France and Belgium—cannot jead where America may not even 
be prepared to follow. Yet American policy is apparently com- 
pletely spineless and dilatory, and as a result, Count Bernadotte 
is making slow progress in his attempts. to demilitarise Jerusalem. 
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The Arab League has agreed, ignoring the’ protests from Damascus ° 
of the futile Palestine Arab Higher Committee. But the Zionists, 
relying on their American sponsors and armed strength, are treat- 
ing him with increasing truculence. They take ill his evident 
belief that the Arabs have a claim to some consideration. The 
Tel Aviv Government has let it be known that it does not propose 
to allow the 300,000 Arab refugees to return to their homes. This 
is one of the principal problems that Count Bernadotte is trying 
to solve. It is said that Syria would be quite glad to have them 
to settle some of its sparsely populated agricultural areas. They 
are a serious burden on the Lebanon, where so many of them 
are now crowded. Aad any scheme of resettlement will require 
more funds than the Arabs can easily muster. 

There are yet no real signs of heart-searching in the Arab 
countries, In Egypt, a country which gives its population as 
19 million and failed even to dent a Zionist enclave of some 
700,000, there has been an ugly series of attacks on individual 
foreigners and Jews. But these misdirected outbreaks are so far 
the only hint of an actional awareness that something is wrong. 
The criticism of the old order is there, but it has not yet found 
any really effective expression. 


* * * 


Japan’s Recovery Plan 


The occupation of Japan is costing the American taxpayer 
close to $400 million a year. This drain accounts for the fact 
that the past six months have seen the publication of three major 
reports on the economic future of Japan. The first two reports 
were drawn up by visiting American experts—the “ Strike” and 
“ Johnston ” committees—the third, and most recent, now being 
discussed in Tokyo, purports to represent the views of the 
Japanese Government. 

All three surveys emphasise the need for increased industrial 
production, for greater exports, and for a stabilised currency in 
order to make Japan self-supporting.. The American documents, 
while recognising that some US assistance will be required, tend 
to stress the need for Japanese self-help. This is not reflected 
in the Japanese proposals. Where the Johnston group recotn- 
mends that America finance a reconstruction loan of only } billion 
dollars spread over four years, the Japanese scheme envisages a 
14 billion dollar US contribution to Japanese recovery, and in 
general its authors throw most of the responsibility for this task 
on the United States. 

In some ways General MacArthur’s pronouncements since 
August, 1945, have encouraged the Japanese in this attitude of 
complacent dependency. But it is not a view shared by the US 
Congress. Even the modest request of the Johnston group has 
failed to pass the Committee stage in the House of Representatives. 

The approaching Congressional battle over rising prices will 
undoubtedly revive the popular argument that American overseas 
loans are forcing up the cost of living at home. In such an atmo- 
sphere the US War Department will find it extremely difficult to 
wheedle out of Congress a grant of a billion dollars or even half 
a billion for MacArthur’s protegees. 

The Marshal) Plan has been the answer of the US Administra- 
tion to the similar problem in Western Europe—the resuscitation 
of Germany ;.but it is impossible to fit Japan into such an 
imaginative project because of the gigantic chaos which now 
envelops the Far East. 

Undoubtedly the War Department will resume its crusade at 
a mere propitious moment. Meanwhile, the occupation authorities 
in Tokyo have embarked on a seemingly hopeless attempt to 
make the Japanese economy moe attractive to US private in- - 
vestors. In fact, some American authoritjes anticipate that private 
lending, will take the place entirely of US Government loans for 
Japan’s reconstiuction, They are trying to get acceptance from 
the Far Eastern Control Commission for a greatly reduced. level 
of reparations. They are making renewed efforts to fight inflation 
and industrial paralysis by stebilising wages and prices, suppress- 
ing the black market and balancing the Japanese budget. 

One of their biggest tasks, however, will be to obtain whole- 
hearted efforts from the Japanese, who are suspected of holding 
back in the hope that America will do the job for them. At the 
moment US officials seem to be confronted by an army of beaming 
limpets. : 

* * * 


Commissi»a on Justices 


Anyor’, who expected revolutionary proposals from the 
Report of the Royal Commission on Justices of the Peace will 
be disappointed. The majority of recommendations offer no more 





; 
f 
e 
«€ 
: 


AP tt, tn att ain tte 


olny (Ee 


178 


than minor renovations to the existing structure. Blind or deaf 
persons should not be appointed ; nor should Ministers of religion, 
persons engaged in the licensing trade nor pawnbrokers be re- 
garded as barred from appointment as justices solely on the 
grounds of their occupations. The ouly ex officio appointments 
to the Bench which the Report suggests should be retained are 
those of mayors of boroughs during their term of office (thus 
removing chairmen of county and district councils from the list 
of ex officio magistrates). For juvenile courts the upper age-limit 
of appointment should be $0 and the retiring age 65. Magistrates 
should be paid travelling expenses and lodging, but 
should not be reimbursed for loss of remunerative time. The 
existing system of appointment of stipendiary magistrates should 
be retained (which means that the decision to appoint a stipendiary 
is left to borough councils themselves), and solicitors should be 
qualified for appointment as well as barristers. 


The most controversial issue with regard to the appointment 
of magistrates is the working of the Advisory Committees. which 
assist the Lord Chancellor through the Lord Lieutenant of 
counties in making appointments (except in the Duchy of 
Lancaster). The majority report makes no recommendation for 
any substantial change, and is apparently prepared to accept, in 
the absence of any other, the present system by which the political 
parties play a predominating part in the appointments to these 
advisory committees and so in the appointments of magistrates 
themselves. Burt the minority report, submitted by Lord Merthyr, 
and supported, on the question of advisory committees, by Mr 
A. F. Stapleton Cotton and Mr J. A. F. Watson, does not shrink 
from the main issues. They regard political appointments to the 
Bench as undesirable, they consider them to be largely the result 
of political appointments to the advisory committees and as a result 
they deprecate any continuance of the existing system. Lord 
Merthyr alone goes farther. He sees no justification for ex officio 
appointments, and continues: “I think it is merely a question 
of time before lay justices depart. It is a question not of whether 
but of when they should be replaced by professionals.” He con- 
siders that the cost of paying some 17,000 justices their expenses 
would be no more than paying a very much smaller number of 
stipendiaries a proper salary, and he concludes: “I think there 
should be a gradual transition from lay to professional magis- 
trates. ... It may be found that the inclusion of two lay 
“assessors” to decide upon questions of fact would prove the best 
tribunal of all.” 


Probably the cynical will conclude that the Report of this Royal 
Commission will follow the fate of so many other reports of 
Royal Commissions. A few of the more obvious recommendations 
of the majority report will be embodied in a Statute within the 
next two years. In about twenty years’ time, action will be taken 
on the lines of the minority report. 

* * * 


Critics on the Air 


On Monday the Court of Appeal gave judgment in the appeal 
by Metro-Goldwyn-Mayer Pictures, Ltd., from the decision under 
which Mrs. Turner (Miss E. Arnot Robertson) was awarded 
damages for libel and slander. The Court allowed the appeal. 

Miss Arnot Robertson in 1946 was a regular film critic for the 
BBC, and in September of that year the film company wrote to 
the Director of Talks at the BBC stating that in its judgment 
Miss Robertson was completely out of touch with the tastes and 
entertainment requirements of the picture-going millions, that the 
company proposed not to invite her to review their pictures in 
future and requesting that the BBC should co-operate in restrain- 
ing her from doing so in BBC broadcasts. The substance of that 
lever was repeated over the telephone to a third person’; that 
constituted the alleged slander. The jury at the trial found that 
the wording of the letter, in its natural and ordinary meaning, was 
libellous, that the company was actuated by “ malice” in writing 
it and assessed the damages at £1,500. Mr Justice Hilbery, the 
trial judge, accepted the jury’s findings and awarced judgment 
for £1,500. 

On appeal, the three judges of the Court of Appeal were not 
unanimous. Lord Justice Cohen held that the words were 
libellous and thought that there was evidence for the jury to 
find that “ malice ” was present, but on other grounds he thought 
there should be a new trial. Lords Justice Scott and Asquith 
agreed as to the libellous nature of the words, but thought that 
there was no evidence of “ malice.” As a-result, since the occasion 
was protected legally by what is called “ qualified privilege,” and 
in the absence of malice, the film company was entitled to a verdict. 
| The result is disquieting. The view of the law taken by the 
majority of the Court of Appeal may be sound—it is worth noting 
shat two of the four judges who have considered the case have 
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thought otherwise—but the public will be dismayed ay the jeep 
Lord Justice Asquith in his judgment said that he did not think 
it evidence of “ malice” that one powerful corporation show 
write to another powerful corporation and say, in effect, “Dany 
employ X any more. Her talks are damaging to my busines 
Any adverse criticism on the radio may be damaging 16 jy 
business under review. It looks as though either a criti¢ must 
always be pleasant to commercial interests or that he or she mug 
depend entirely on the moral strength of their employer to ge) 
the behind-the-back approach to get rid of the offending yoig 
The law seems to leave the critic himself no direct remedy, — 
It is over the air, of all places, that the public is entitled, 
expect honest and direct expression of opinion. It is the q 
of the BBC to choose its critics carefully: if they are lj 
they—and the BBC—can be sued. If they are not, then it igigp 
to the BBC to protect its employees from the sniping of the 
whom they may offend, especially as the snipers by this deci 
appear to enjoy legal immunity. it 
* . * rs 
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Hyderabad under Pressure 


Against a background of frenzied clamour for war againg 
Hyderabad ftom Indian ultra-nationalists, the Indian Govérm 
ment has got as far in armed action as the seizure of a 1 
within Hyderabad territory. The fact that a general in 
not yet been launched suggests that the Government is a8 
anxious as are many of its supporters to undertake the fortibe 
annexation of the only one of the former Indian states which hs 
not yet acceded either to India or to Pakistan. It appears, never. 
theless, that the authorities in Delhi, whatever their own inclin- 
tions, find it politically necessary to keep on rattling the sabre’and 
even prod with it; for failure to break down the resistance of 
Hyderabad to Indian demands might greatly weaken the existing 
Indian Government and expose it to successful attack from tiv 
factions. a 

Hyderabad can expect little or no help from outside, for 
Britain is no longer either able or willing to intervene in th 
conflict, and even Pakistan, though naturally sympathetic to th 
Nizam’s cause, is anxious to avoid any entanglement in southe 
India, There has been discussion of an appeal to Uno and itt 
stated that Syria would be willing to sponsor such an pel 
Hyderabad not. being a member. Publicity for the history of the 
India-Hyderabad _ negotiations through a debate in the Assembly 
would certainly be damaging for India, for there has been fa 
too much bullying in the Indian policy towards Hyderabad ® 
make a good record for international inspection. _ But as th 
Kashmir story has shown, Uno is unlikely to do anything to stop 
military operations, if they have once been seriously started, and 
India may reckon that an irreversible fait accompli could quickly 
be created, : 


What may be perhaps a greater deterrent than the possible 
judgment of Uno, at any rate for the more prudent and far-sighted 
among India’s rulers, is the risk that it might prove casier 0 
sweep away the Nizam than to restore order in a country d 
17 million inhabitants after his authority had been forcibly 
destroyed. Hindu-Moslem fightinz and massacres starting i 
Hyderabad might renew communal riots in India and start 
in areas which have hitherto been free from them. Armed Gom- 
munist bands from Madras are already active in Hyderabad am 
an Indian invasion would give them their to develop 
formidable power and even occupy certain areas. 
= a movement” for unification of the s ers of 
(who inhabit northern Madras and most of Hyderabad) we 









it would involve the partition of Madras as well as of Hyderabat 
With all these troubles likely to ensue from a victorious matt 
into the Nizam’s capital, second thoughts may still prompt Ind 
Ministers to work for a genuinely agreed settlement. 


a 
x * * dy,@ 
Newfoundland Votes for Canada x 


With all but'a few votes from Labrador as yet uncou 
the Newfoundland referendum shows a narrow victory for 
federation with Canada of 77,814 votes as against 71,258 vor 
for a return mau government, This is the result' 
eliminating the third choice of a continuance of the present Com 
mission Government. " Si 

With so small a majority for Canadian Confederation, | 








foundland’s future is unlikely to be settled quickly. Canada ha 
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enough minority problems already without being anxious to in- 
corporate a body of dissident Newfoundlanders. Moreover, the 
leaders of the opposition to confederation may feel that they have 
ample support for demanding special privileges for Newfoundland 
as Canada’s tenth province. Much negotiation will obviously be 
necessary before a satisfactory solution can be found. 

The opposition to confederation comes largely from St. Johns. 
It is headed by the powerful commercial oligarchy of the island, 
who see in confederation the danger of severe business com- 
petition, a loss of protective tariffs, higher taxation of the upper 
income groups and the end of their hold, through indebtedness, 
on the fishing industry. But now that there is a definite majority 
for confederation, it is probable that this opposition will begin 
to wither. 

The Canadian Government would very much like to see New- 
foundland within the Dominion. It would round off their 
strategic position, give them additional supplies of pulp and news- 
print with which to earn US dollars, and enable Montreal. to 
develop the iron ore deposits in Labrador before the American 
steel interests can outbid them. Canada has offered Newfound- 
land complete parity with the other provinces as well as generous 
terms for shouldering its still large debt. However, having failed 
through over-eagerness in the past, it is certain that Canada will 
make sure of its ground before taking any further steps. 

It is also very much in Britain’s interest that the oldest British 
colony should be merged with the oldest Dominion. Newfound- 
land as an island inside the dollar area and with North American 
problems could never form an integral part of the United King- 
dom, and is quite unsuited to colonial administration, 


* * * 


Fifty Labours of ECOSOC 


“The need of the Security Council is in inverse proportion 
to the success of the Economic and Social Council.” Mr Malik 
of the Lebanon spoke these words when he opened the seventh 
session of the Economic and Social Council at Geneva on July 
19th. The size and diversity of the agenda confronting the 
delegates should have made them wonder whether they were not 
jeopardizing the success of the Council by attempting to do too 
much too quickly. 

Its function is to get adequate and just economic and social 
standards es:ablished throughout the world. It involves making 
Studies, reports, and recommendations on international economic, 
social, cultural and educational matters, covering such a vast field 
that members can hardly stop the agenda of its meetings from 
piling up into vast mounds. The Council must supervise the 
work of the nine functional commissions, five sub-commissions 
and three regional commissions, through which it works, It 
must also consider the reports of more than half-a-dozen 
specialised agencies, whose work is closely involved with its own. 
In fact, as the commissions, committees and agencies multiply— 
the Council will consider the setting up of a fourth regional com- 
mission—the task of the Council as the coordinator of the work 
of all becomes even more essential, if much wasteful duplication 
is to be avoided. It is all the more important that matters of 
secondary importance should not be allowed to hamper it in the 
fulfilment of this task. 

The provisional agenda contained a grand total of fifty items. 
The social and economic items consist chiefly of the reports 
of the various commissions, such as the Population, Social, and 
Human Rights Commissions dealing with social matters, and the 
Economic and Employment Commission and the Statistical Com- 
mission dealing with economic affairs. Reports from all the 
Specialised agencies, such as the Food and Agriculture Organisa- 
tion, statements on the progress of the resettlement of displaced 
Persons, on the special Uno.appeal for children, and on the recent 
Scientific conference on the utilisation of resources, are a few of 
the other matters before the Council. 

When it came to consider the programme before it, the Council 
seems to have been well aware of the immensity of - task. All 
the same, it managed to delete only five and a half items, and 
that after long and bitter discussion on two of them. These, being 
concerned with forced labour and the violation of trade union 
tights were patently political, one being aimed at Soviet Russia 
and the other at certain of the Western colonial Powers. It rightly 
decided not to run the risk of holding up the proceedings with 
Political bickering. But it is difficult to follow the train of reason- 
ing which led to the shelving of such a live issue as the principle 
of equal pay for men and women, but refused to defer considera- 
tion of a report on” international facilities for the promotion of 
taining in public administration : which allowed an item on the 
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enforcement of trade union rights to be removed, but retained 
another on the translation of the classics. 
, * * *x 


Control of Advertisements 


The Control of Advertisement Regulations, which Mr Silkin 
has issued under powers given him by the Town and Country 
Planning Act, are on the whole sensibly conceived. There will be 
no control over indoor advertisements (save in some cases when 
they are illuminated), or over advertisements on vehicles and 
railway stations and on enclosed land where they are not readily 
visible from outside. Otherwise, all advertisements, including 
atter a short period of grace existing ones, will have to conform 
to a standard code, which is not in the least onerous but which 
requires them to be maintained in a clean, tidy and safe manner. 
In addition, new advertisements require permission from the 
local planning authority before being erected, which will normally 
be given for three years. There are, however,’a number of im- 
portant classes which do not require this permission—such as 
advertisements relating to the land on which they are displayed— 
and its main impact will be on commercial! hoardings. 

Apart from the enforcement of the standard code, the main 
control over these exempt classes, over existing advertisements 
and over advertisements whose three-year period of permission 
has expired, will be the right of the local planning authority 
to “ challenge” at any time their right to exist. Existing adver- 
tisements cannot, however, be challenged for the next three years 
or, in some cases, one year. To make the local authority take 
the initiative in this matter is an excellent arrangement, which will 
free advertisers from too many automatic obligations and should 
keep local councils up to the mark—although some are likely to 
be zealous and others just the opposite. In addition, areas of 
special control will be designated—including, no doubt, parts of 
the countryside and historic cities—where control will be much 
stricter and wider. There is a right of appeal to the Minister 
against the local authority’s decision ; it is a pity though that no 
place is found for tribunals and advisory committees of ordinary 
citizens. 

It has been made clear that the control relates only to sites 
and appearance and not to the subject matter of the advertise- 
ments. The matter of many advertisements is extremely ugly— 
but standards of taste can perhaps hardly be profitably laid down 
by a Ministry. On this subject, the advertisers themselves should 
make every effort to speed up the improvement which has started. 


Shorter Notes 


Sir Stafford Cripps, speaking in County Durham last Saturday, 
took the occasion of correcting—to the relief of everyone concerned 
with the success of Western Union—Mr Gaitskell’s remark of six 
weeks ago that if coal production were below the target the level 
of exports would have to suffer. Sir Stafford not only insisted 
on the necessity of exporting coal, but of high-quality deep-mined 
coal, with—if necessary—the home consumer taking second best. 

. 

Last Friday’s adjournment debate in the House of Commons 
took the form of a strenuous attempt to force Mr Aneurin Bevan 
to give evidence to the Royal Commission on the press in view of 
his earlier attack upon it as “the most prostituted press in the 
world.” The chief interest of the debate lay in the fact that Mr 
Bevan himself was silent. Having attacked a body whose case 
is at present sub judice, he was so obviously and so hopelessly in 
the wrong that, for once, he had to rely upon others to conduct his 
defence. The Prime Minister’s statement that he had prevented 
Mr Bevan from giving evidence out of constitutional scruples is 
a measure not of Mr Bevan’s innocence but of Mr Attlee’s kindli- 
ness and generosity—or should it be weakness—towards his 
colleagues. . 

* 

It is only two months since Mr Harold Wilson, President of 
the Board of Trade, last announced some concessions in the clothes 
ration. He was then anxious, or appeared to be anxious, to give 
the impression that no more concessions were to be made; in 
particular, he said that the changes in pointing were to be con- 
sidered permanent—frequent changes led to uncertainty and 
interfered with the natural course of demand. Yet here he is 
announcing more cuts in pointing and the removal from the 
ration altogether of more clothes and fabrics, including boots and 
shoes. These concessions are coupled with a warning that next 
summer the total ration may have to be cut because by then the 
diversion to the export trade may be making new demands on 
total production. For the moment, although these concessions will 
be welcomed, they are largely offset by the fact that clothes are 
being rationed more.and more by. price rather than by coupons. 
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Letters to 


Film Quota Dispute 


Sm,—I should like to comment on the article in The Economist 
of July 10, 1948, entitled “ Film Quota Dispute.” 

The Film Agreement and the Schedules were negotiated and 
completed by March 12, 1948. Certain additional clarifying text 
was subsequently discussed, but neither the Agreement nor the 
Schedules were “ still under consideration” on March 25th, as 
you state. Hence it was not open to us to challenge the new 
quota percentages in the course of the Agreemicnt negotiations. 
Moreover, during the entire period the Agreement was under 
discussion the Quota Bill was before Parliament. It would have 
been quite improper for us to have attempted any stipulauon with 
respect to quota at that time, and w: did nor do so. It was our 
understanding that the new quota would start just where the old 
quota left off. This was not based on any official undertaking, 
as none was asked or given, for the reason noted. I: was, however, 
the impression we gained, and were permitted to gain, throughout 
the Agreement discussions. 

Mr Wilson’s statements in Parliament toward the end of March 
were the first official intimation we received that he intended to 
use the quota to increase materially the sacrifice that the American 
industry had already made in accepting the Film Agreement itself. 

Our complaint does not therefore rest on “formal grounds ”— 
to which we attach littl importance—but on our contention that 
the quota percentages adopted by the Board of Trade, after the 
Film Agreement had béen signed and the Quota Act passed, 
violate the spirit of an Agreement we negotiated with the Board 
of Trade in good faith. That is a far more serious indictment. 

I do not know what Sir Henry French sought to prove in our 
recent exchange of correspondence except that British film pro- 
ducers hope to treble or quadruple their production of first-feature 
films during the coming year. That, however, is the aim of every 
film producer the world over. If sincere, it bespeaks the triumph 
of optimism over experience. But I doubt thar anyone, including 
Sir Henry, really expects such a miracle. 

‘The truth is that the present quota is designed in practice to 
force British cinemas to show every British feature film as first 
jeature, regardless whether it is actually a first, second or third 
feature in quality. The consequence: of such a policy are far- 
reaching and destructive in the extreme. 

British film producers may, for a time, benefit at the expense 
of British cinemas—and the cinemas may, for a time, survive at 
the expense of the public. Eventually they will perish together 
if the present policy is adhered to. It can, in my view, lead only 
to a repetition of the 1936-37 disaster. 


From The Economist of 1848 
july 29, 1848 


Tue vast subject of our Colonial Empire was brought 
before the House of Commons, in an able speech by Sir 
William Molesworth, on Tuesday evening. His resolution, 
“ that the colonial expenditure demands inquiry, with a view 
to reduction,” and that “the colonies ought to be entrusted 
with large powers for the administranon of their local 
affairs,” was assented to by the Government, and Mr. Hawes 
declared that it only carries out the course of policy already 
adopted by the Colonial Office. Between his views and those 
of the Government there seems to be rather a difference in 
degree than in principle. He is more anxious to carry out 
his reforms than the Colonial Office, which is incumbered 
with details and responsibility, finds convenient. By con- 
tinued attention to the. subject, the desire to improve it 
fills his mind, and he probably sees none of the practical 
difficulties that beset the Minister. . . . The murmurs, the 
complaints, the distant grumblings, coming from many 
quarters, indicate demands for reform, and it is only rational 
to adopt means at once to prepare both the colonies and 
the mother country for a change that seems in the order 
of nature. Mr. Hawes indicated that the policy of the 
Colonial Office really contemplates that, by introducing as 

ily as convenient the principle of self-government into 
colonies, gradually ing them to administer their 
pesialr vategloy dy relinquishing our political control 
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the Editor 


Now the British Film Producers’ Association has not only 
placed the future of British film production in jeopardy, but has 
created a genuinely difficult situation in Anglo-American affair; 
just when it can do the most harm. None of these things neeg 
have happened. No one was more prepared to co-operate in 
industry itself.—Yours faithfully, 

F. W. Aiport, European manager, 
Motion Picture Association of America, Inc. 
15 Néw Burlington Sireet, London, W.1 


cf 


| Food and the Future 


Sm,—Your article on Food and the Future is likely to leave 
many readers in a dangerously complacent frame of mind, o 
at least with a fatalistic attitude towards the world food problem 
Your counsel is “to wait and see,” although you modify this 
by advising an increase in home food production so long as it 
can be achieved “without entirely upsetting” the country’s 
economy. But without a precise definition of the word “ entire” 
this gets us nowhere. The decision as to how much we must 
upset our economy is one which must be taken now if it is @ 
have an effect on the events of the next ten years. There cap 
be no question of “wait and see.” 

You mention several of the factors that must be taken imo 
account in arriving at this decision, but there are three that you 
omit. The first is the convertibility of grain—a factor in many 
ways even more important than the convertibility of sterling 
So long as people are content to obtain their calories direct from 
wheat and maize, there is little fear of world starvation, but the 
higher standard of living which has come about mainly as a 
result of the more even distribution of wealth throughout the 
world has resulted in a large number of people, who formerly 
could afford only bread and potatoes, now eating meat and dairy 
products instead. To meet this demand farmers of the world 
are converting their staple crops to livestock products with a 
consequent loss of nine calories out ef every ten. 

The second reason results from the higher relative prices 
obtained for agricultural as compared with non-agricultural 
products. Before the war farmers were forced to sel] much food 
that they would have preferred to eat themselves, simply in order 
to obtain money with which to meet their essential outgoings. 
Today’s increased prices enable them to sell a smaller amount 
and still be able to meet these outgoings ; the balance they use 
to improve their own standard of feeding. Since for every non- 
food producer there are at least two producers of food, it follows 
that a rise in consumption of 5 per cent among all food producers 
must result in a decrease of 10 per cent for the food available 
for non-producers. 

These reasons, added to those given in your article, are not 
enough to warrant throwing the baby out of the top-fioor window. 
But they are surely enough to make the prudent man place aM 


order for a fire escape.—Yours faithfully, H. D. WaLston 
6, St. FJames’s Street, SW.1 


[Each of Mr Waiston’s points may be reversed when the 
world-wide war-bred inflation comes to an end, as it surely will 
Many people ali over the world who now eat meat wil] be unable 1 
afford to continue. Food producers will once again be interested im 
money. Nobody can say to what extent these th'ngs will happen. But 
that they will happen to some extent is certain ——Eprror. 


Deflation in ltaly 


Sir,—In your issue of July 24th you paint a gloomy picture of 
conditions in Italy. But Italy has been applying in an almost 
ruthless manner (the adjective is the Statist’s) precisely those 
measurgs of credit restriction which you are frequently recom- 
mending to our own government. Signor Einaudi appears to be 
an unashamed disciple of Lord Overstone. Italy’s Bank Rate 
was raised from 4 to §4 per cent ; commercial banks were com 
pelled to place with the Central Bank or in gilt-edged securities 4 
considerable proportion of their deposits, and were ordered 
be parsimonious in financing industry and commerce. The result 
is that from the 3,000 level of April, 1947, the share index fell 
by December to 1,000, and unemployment has increased propor 


Yet both Italy and we need to increase production. - Indust] 
and commerce should surely be encouraged rathe: than repressed 
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by credit deflation. If the Government would but cut down its 
vast expenditure on trade control, food subsidies and social services, 
taxation could be substantially reduced, and this would provide 
such a stimulus to enterprise in production as would astonish 


. Sir Stafford Cripps.—Yours faithfully, 


Henry MEULEN 
31 Parkside Gardens, S.W.19 


{So far from “frequently” recommending high interest rates and 
credit restriction to the present British Government, The Economist 
has never done so. It is true that we have often pointed to the dangers 
of artificially forcing interest rates down, at the cost of indefinite 
credit expansion. But that is a different story.—Eprror.] 


Nothing to Live For? 


Sir,—Professor Gilbert Walker, in his letter in The Economist of 
July 17th, “ Incentives for Housewives, ”” suggests that the average 
Englishman’s tastes are too simple. May I add to this the sug- 
gestion that it is the high level of indirect taxation in this country 
that has for generations fostered our artless tastes ? Everything 
that in happier lands makes life worth living for the wage-earning 
classes is denied them in this country by the Treasury’s rapacious 
quest for revenue. Cigars, in Switzerland; the Balkans and 
Germany a frequent pleasure of any tramdriver or factory hand, 
are here and always have been so taxed as to be the emblems of 
plutocracy. Wine, to every Frenchman, Spaniard or Italian the 
normal accompaniment of any meal, is practically unknown to the 
masses in this country, thanks to duties decreed by our “ brewero- 
cracy.” Perfume, a gift with which a Frenchman may seek and 
win a lady’s love, is virtually forbidden to the English suitor. 
Delicate foodstuffs, by which I mean any food that our rulers do 
not regard as essefitial to the continued coexistence of body and 
soul, have always been taxed out of the reach of our wage- 
earners. 

If a few little luxuries like these were relieved of some of their 
present load of taxation and brought within the range of the 
average worker's ‘ambition, we might hear less talk about lack of 
incentive-—Yours faithfully, 

GERARD TALLACK 

44 Pine Avenue, Gravesend, Kent 
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Musicians’ Strike 


Sir,—You do not quite understand the nature of the musical 
profession, and therefore its attitude to such matters as fees, 
mechanical reproduction and. musical standards. Unlike other 
occupations, most musicians depend upon casual engagements [0 
earn a living, and even when in regular employment have no 
lengthy tenure of employment. Hence, any increase in fees merely 
helps to maintain an appropriate. standard of living. 

On the question of “relay” fees, the musical services obtained 
by the BBC are equal to those obtained from casual studio broad- 
casts, but at a lower cost. In other words, less pay for equal 
services received by the BBC. The same applies to mechamical 
reproduction. No musitian would argue that records of our 
leading orchestras and bands should not be broadcast, but it is 
another matter when (a) such records have a large slice of broad 
casting time; or (b) when a casual studio. broadcast is recorded 
and then broadcast on subsequent occasions, Here again the BBC 
receives equal services at a lower cost. 

You argue that, as about £1,000,000 was paid to musicians last 
year, the BBC cannot be regarded “ as a skinflint employer.” But 
what proportion of total fees and wages paid for broadcasting 
does this £1,000,000 represent ? And what proportion of total 
broadcasting time was filled by musical services? Surely, these 
two questions should be the criterion as to whether or not the 
BBC is a “skinflint employer.” 

The question of musical standards is fraught with controversy. 
A balance must be struck between broadcasting records of first- 
class musicians and “live” performances of second- and third- 
class musicians. But it is not true that there is not an adequate 
supply of competent musicians. The argument that: “One only 
needs to know how to hold a clarine: to be able to join the 
Musicians’ Union ” is silly. The MU does not engage musicians. 
This is the function of conductors and leaders of orchestras and 
bands. All the MU does is to insist that those who receive fees 
for playing should be members of the MU. Further, it would not 
be in the interest of the community if the MU insisted on an 
adequate standard of musical ability before a person could obtain 
membership. Some of our finest instrumentalists were poor 
players at the beginning of their careers.—Yours faithfully, 

8 Ray Court, Shrewsbury Road, W.2 Joe MILLER 
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AMERICAN SURVEY 





Can Inflation 


be Checked ? 


(From Our US Editorial Staff) 


O responsible observer here challenges President Truman’s 
diagnosis of the damage and the dangers arising from 
present inflationary trends. An inflationary movement such as 
the present leads inevitably to a crash, the depth and duration 
of which it is impossible to predict. And a world making 
painful progress on the path of trade and currency stabilisation 
might then be faced with the prospect of a return to the 
“ protective” devices adopted by frightened and bewildered 
people, with political consequences which no one can assess. 

So far the rise in American prices lags behind that of many 
other countries. But the rise has been accelerated in recent 
weeks, with significant changes in such basic industrial products 
as coal and steel, and the movement is by no means finished. 
The immediate damage is serious enough. The stock-piling 
programme for strategic materials has been much delayed, the 
real value of the funds appropriated for military needs, and for 
the European Recovery Programme, is dwindling almost daily, 
and the extent to which the pattern of ERP purchases is now 
being distorted to supply the materials which can be spared 
with the least discomfort, rather than those which are most 
needed, is an unpleasant foretaste of debates which are still to 
come, To some American politicians, the obvious solution is 
to stop sending so much abroad. To many more, at some later 
stage, the solution may.seem.to lie in the reduction of defence 
expenditures. In the meantime, important sections of the com- 
munity are cruelly pinched by food costs ; labour dissatisfaction 
is pronounced, and unorganised groups believe themselves to be 
the victims of the organised workers, who in turn have found 
that wage advances give only illusory benefits, with the real 
gains of the “ third round ” melting steadily away. 

Proposals for exorcising this devil of inflation are numerous 
and vehement. President Truman has for some months been 
consistently demanding price controls and rationing powers. 
The Democratic Party’s platform repeated those demands. 
Labour wants lower prices—at the expense of . Business 
wants lower wages—or lower wage costs. Financial pundits 
demand reduced consumption and less Government expendi- 
ture. The Republicans demand higher production, lower 
expenditures, and what they describe as “a sound currency.” 
Each group tries to blame another group and to avoid its own 
share of. responsibility. 

The President’s own demands to the Special Session of Con- 
gress follow faithfully along the lines of hisyappeals;for action 
in November last. He is asking for. higher company taxes, 
consumer credit controls, regulation of bank credit, regulation 
of speculation, the allocation of scarce materials, rationing 
powers and price, rent and limited wage controls. But none of 
these ptoposals, with the single exception of bank credit’ con- 
trol—and the President is once again ominously silent about 
specific legislation on this point—can touch’ the basic’ cause of 
the inflationary movement which he now seeks to reverse. 

The cause of this, and any other, inflation is simply that 
the flow of demand, expressed: in money, is far above the 
present capacity of the nation to produce goods and ‘services. 
For some time past, the total supply of money, enormously 
expanded rae . ere has re fairly oem But the 
communi increasingly ready to spend its available 
ome cash or credit, and with the Treasury no longer 
in a position to curtail purchasing power, bank credit is-once 
again expanding, and with it, the total money. supply.. 

Mr Truman’s remedies, for the most part, neglect these basic 


facts. There is an arguable case for the control of some key 
materials, though in peacetime the acknowledged price of al] 
such measures is the establishment of a_ ™“ disequilibrium 
economy,” with all its waste of resources and misallocation of 
materials. But no controls of this type can have permanent 
value unless they are accompanied by a determination to reduce 
the pressure of effective demand to a level consistent with the 
point at which they are imposed. 

It is at this stage that the Presidential programme ecole 
meaningless. For, side by side with the list of measutts 
solemnly proposed as alternatives to the evils of inflationary 
drift are fi rther measures which, however desirable they 
be under more normal conditions, could only aggravate the 
problems facing the Government in 1948. This is’ especially 
true of the housing proposals, where Mr Truman fails to 
recognise that whatever “ stand-by ” powers may be justifiable 
for use in the event of a business collapse, there is no present 
urgency for the restoration of provisions for Federal finance 
which would heavily reinforce the building activity which is, 
even now, so prominent a feature of the boom. Some of his 
other proposals, for higher minimum wage rates and further 
funds for regional development, can be met with the same 
objection—that the President has failed utterly to discriminate 
between anti-inflationary policy and future needs. 


x 


In fact, the duty of taking corrective action now rests 
squarely on the monetary authorities, and the Treasury must 
bear a heavy responsibility not only for its past failure to check 
inflation, but for its quite recent decision to obstruct the 
Federal Reserve Board in its modest efforts to apply the mildest 
curbs. 

It is, of course, true to say that the Reserve Board itself has 
been at all times unwilling to make a vigorous use of it 
powers to enforce credit restriction by the traditional procedure 
of discount policy and open market operations. Inhibited by 
Daltonian dogmas concerning interest rates, and by what many 
regard as predilections for unnecessary and impracticable con- 
trols, it has held consistently to the view that parity is a sacto- 
sanct and minimum value for US government securities, and 
that no government could afford to face the loss of “ moral 
prestige” which would follow a fall below par, even thou 
eyery bondholder sees: his income’ falling ‘steadily in terms of 
purchasing power. 

But the Reserve, Board generally, and Mr, Marriner Ectles 
notably, has stood for the restriction of credit by the revi 
of bank reserve requirements, the only: fundamental feature in 
the President’s programme—and the only one on which he 
sd far refused to make specific recommendations to Congres 
to support the Reserve ‘Board experts in their evidence bef 
‘a committees. EF 

The irresistible conclusion. must. be that, while Mr Truman 
is no doubt genuinely worried by the progress of inflatio he 
is worried much more by the need for putting the spotlight: 
Congress, and distracting attention from the strength of 1 
Republican team for, the Presidential, elections in Nov 
ere the Aial tae thus the most sane 


ee ‘to s is the comment ma 
John Taber: pe Bric tae he Tave oF uae Gaeta 


higher prices and greater scarcity.” On whi oxtanon; tight a] 
wrong, PMs Taber presumably speaks for the the . Congressional 


majority in both Houses. 








oc r 


ol rt <a cS 


wT we 


i ee ee eee eee ee | 





sSRSGGe FRReo eT 


REPRE Ra Fe 


F eBEbsSSeiek SFREE 


*% 
> 


eB 








THE ECONOMIST, July 31, 1948 


The Supreme Court’s 
1947 Term 


[FROM A CORRESPONDENT IN WASHINGTON] 


Lorp Bryce, in his commentary on the American system of 
government, begins his study of the Supreme Court with the 
observation that: 

No feature of the Government of the United States has 
awakened so much Curiosity in the European mind, caused so 
much discussion, received so much admiration and been more 
frequently misunderstood, than the duties assigned to the 
Supreme Court. Yet there is really no mystery about the 
matter.... It is the simplest thing in the world if approached 
from the right side. 

And the right side, according to Lord Bryce, is through an 
understanding that the Americans have embodied their funda- 
mental law in a written Constitution which is superior to mere 
legislative enactments. The Supreme Court interprets this 
Constitution and may declare unconstitutional statutes which 
conflict with it. Hence the Court’s function is one of com- 
manding importance, both political and judicial ; its decisions 
are published and discussed throughout the country to an extent 
quite unknown abroad. 

Last month the Supreme Court concluded its 1947 term, in 
which it disposed of over 1,300 cases and handed down 108 
written majority opinions, together with 38 concurring and 81 
dissenting opinions. It was a notable term, especially for the 
number and importance of the decisions on civil rights and racial 
discrimination. No decision in recent years has excited more 
widespread interest than that on the Restrictive Covenants cases, 
in which the issue was whether private covenants, forbidding 
the ownership or occupancy of land by negroes or other 
minorities could, within the Constitution, be enforced by the 
courts. The spread of restrictive covenants in the last twenty- 
five years, in Northern cities particularly, was dramatised in this 
very case by the withdrawal of three Justices, presumably on 
the ground that they owned covenanted property. The other 
six Justices decided unanimously that the judicial enforcement 
of the covenants was state action denying “ the equal protection 
of the laws *—hence in violation of the Fourteenth Amendment 
to the Constitution—and that, when done by Federal Courts, 
it was contrary to Federal public policy as well. The cases were 
argued to a packed courtroom with striking ability by a trio of 
negro lawyers, and the result has been acclaimed as a great 
constitutional victory for the negro leaders in their struggle for 
equality. 

* 


Two other civil rights cases dealt with the rights of Japanese 
aliens residing in California. Under the Federal naturalisation 
laws, Japanese aliens are ineligible to become United States 
citizens. Nevertheless, in the Takahashi case the Court declared 
unconstitutional a California statute which in effect probibited 
Japanese aliens resident in the State from fishing commercially 
in the waters of that State or in the open sea. The, denial of the 
means of livelihood to such lawful residents was deemed a denial 
of “equal protection” and, furthermore, an infringement of 
the Federal control over immigration. 

In the Oyama case the Court handed down an even more 
important decision in favour of Japanese aliens. The State of 
California, which has had more Japanese immigrants than any 
other, passed a statute as long ago as 1913 which made it 
unlawful for any person “ineligible to citizenship” to own 
agricultural land. Of course, this operated directly against the 
Japanese aliens. What the Supreme Court did in the Oyama 
case was not to declare the California law invalid—though four 
of the nine Justices favoured such action—but rather to invali- 
date certain procedural devices which put tecth in the statute 
and without which the state of California can scarcely hope to 
enforce it. In’ fact, efforts at enforcement have since been 
abandoned. 4 : | Pare 

It is interesting to note that the problem dealt. with in the 
Oyama case was argued in by Coke and Bacon in 1609 
in Calvin’s case, which established the right of certain Scotsmen 
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to own land in England. However, it was not until 1870 that 
Parliament removed all restrictions on alien ownership of land. 
The Americans appear to be only one Justice’ removed’ from 
attaining the same result... « 

The. case of McCollum v. Board of Education throws new 
light—possibly new darkness—on a favourite constitutional 
controversy in America, the division between Church and State. 
The Constitution provides that “Congress shall make no 
law respecting an establishment of religion, or prohibiting 
the free exercise thereof,” and the same prohibition has been 
held to apply against the states. The plaintiff, an avowed atheist 
with the half-Biblical name of Vashti McCollum, asked the 
Courts to ban the teaching of religious education in the state 
schools, and specifically to proscribe the teaching of the scrip- 
tures. She objected to a programme under which. the school 
authorities released pupils during school hours to attend 
religious instruction classes for half or three-quarters of an hour 
a week. The classes were conducted in the school buildings by 
instructors furnished by an interdenominational council on 
religious education, and attendance was optional. Thus, the 
only support which the. taxpayers gave the programme con- 
sisted in the furnishing of classrooms, the release of school time 
and incidental co-operation from school officials in organising the 
Classes by groups. 

This co-operative programme the Supreme Court declared 
unconstitutional. Similar programmes have been in existence 
throughout the country for years, and it is estimated that as 
many as two million children have been participating im them. 
The decision has been widely criticised and has drawn forth 
bitter comment from the Journal of the American Bar Associa- 
tion. If the rule is applied to Federal institutions with the same 
severity as to Illinois schools, there must be an end to the long- 
standing practice of providing chaplains at the Military and 
Naval Academies where Chapel services are not only tax-sup- 
ported but also compulsory. 

+ 


The effect of the anti-trust decisions handed down by the 
Supreme Court, in the term just ended, on the industries and 
economy of the country can hardly be overstated. From a legal 
standpoint, the most important case of the recent term was 
probably Federal Trade Commission v. Cement Institute. This 
case, which declared unlawful, as a violation of the anti-trust 
laws, the multiple basing point system, has already been dis- 
cussed in The Economist (on May 15th and July 17th), as has 
the most impressive anti-trust case from the standpoint of legal 
talent, wealth of litigants, and complexity of issues—United 
States v. Paramount Pictures (on July 3rd). 

Of special interest in England and abroad is the holding of 
the Supreme Court that Scophony, Ltd., a British corporation 
organised to exploit television patents, was subject to the juris- 
diction of Federal Courts by virtue of the fact that it carried on 
continuous negotiations in New York, even though it did not 
have any tangible assets in the United States. 

Amongst the other interesting cases decided by the Court 
were two involving wartime legislation, enacted by Congress 
under its constitutional power to wage war. The Renegotiation 
Act, which permitted the government to recapture “ excessive 
profits” from war contractors, was finally held constitutional. 
So was the Rent Control Act, which had been extended from 
time to time since the end of the war. It has been challenged 
on the ground that the power of Congress to regulate rents 
ended when the President proclaimed the end of hostilities on 
December 31, 1946. But the Court concluded that the war 
power might be exercised to correct war-engendered evils still 
persisting after the end of hostilities. 

On the last day of the term the Court ruled on one of the 
most controversial aspects of the Taft-Hartley Labour Act, hold- 
ing that the ban on political expenditures by labour unions 
does not forbid a labour union from publishing a newspaper in 
which it urges the election of a favourite candidate to Congress. 
By placing this interpretation om the Act, the Court avoided a 
decision on the even more controversial constitutional issue 
whether the Act deprived labour unions of the right to free 
speech. The political repercussions of such a decision on the 
eve of the national election would have been incalculable. 
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American Notes 


Wallace or War 


Last weekend “ the people of America came to convention ” 
in Philadelphia to choose Mr Henry Wallace as their Presidential 
candidate and to found their new party. They at once destroyed 
much of its novelty by christening it with the traditional name 
of American new parties—the Progressive Party—and by follow- 
ing the traditional ceremonial of American political conventions. 
But their disregard of the formalities of debate and roll-call voting 
removed much of the tedium from that ceremonial, and their 
fervour, swinging violently between extremes of approval and aver- 
sion, gave it the inspiration of a revivalist meeting. The 
inevitable singing interludes were longer, more frequent and 
more original than usual, as might have been expected from 
a party whose Vice-Presidential candidate, Senator Glen Taylor, 
is known as “ the singing cowboy.” However, the high musical 
standard of the convention was set not by him, but by Mr 
Wallace’s negro supporters, led by Mr Paul Robeson. 

The negroes were accompanied by the left-wing intellectuals, 
by the pacifists, by the Jews, by trade unionists (but not by the 
official leaders of the labour movement), and, above all, by young 
people. They came from the cities far more than from the farms, 
but there were few who could be called business men. This 
sample of the American people was less representative than that 
provided by the Republicans and Democrats when they came to 
Philadelphia, but it was united as they are unlikely ever to be, and 
as it will probably never be again. These Progressives had come 
not™to choose a leader and to build a platform, but to declare 
their faith in a leader already chosen and in the ideals he had 
already put before them. 

“The choice,” they were told, “is Wallace or war,” and the 
choice was illuminated as they met by the growing intensity of 
the Berlin crisis. Mr Wallace and his producers made good use 
of this providential spotlight on his thesis that the present foreign 
policy of the United States is a war policy, and that he, as 
President, could settle all difficulties with Russia and the other 
wartime Allies, without sacrificing either American principles or 
interests. “Peace, freedom and abundance” are his goals, and 
at home his main pledge is to end racial discrimination. He also 
promises effective price control, cheap new houses, health insur- 
ance, old-age pensions, higher minimum wages, repeal of the 
Taft-Hartley Labour Act and the planned economy of “ progres- 
sive capitalism,” which does not preclude nationalisation, or at 
least Government control, of certain important industries. 

This programme follows the custom of spreading wide the net 
of its appeal, and it therefore bears many resemblances to the 
platforms of the other parties, even though Mr Wallace attacks 
them both indiscriminately. He alleges that they are both 
dominated by big business, and that the falseness of their promises 
is proved by their failure to use the opportunities, which both have 
had, to practise what they preach. President Truman, by recalling 
Congress, is giving them a chance to repair this omission, and he 
has also this week put his own house in order by decreeing the 
end of racial discrimination in the armed forces and in the Federal 
service. His failure to do this had been attacked with particular 
bitterness by the Progressives, but he has probably chosen this 
moment to act rather because the split in the Democratic Party 
has at last left him free to ignore the susceptibilities of his Southern 


supporters. 
* * * 


A Passage for the Communists 


Mr Wallace himself has given little indication of how he 
would keep his promises, apart from meeting Marshal Stalin, 
but even the most visionary of his supporters can hardly expect 
that he will have to do so. The most that any Progressive Party 
has accomplished in the past has been to ensure the defeat of 
one of its opponents by the other, before collapsing itself. But 
Mr Wallace and his friends are looking towards 1952: this year 
they ask only for sufficient success in the Congressional elections 
to give them a base on which to build. They claim to have 
secured a place on the ballot—not everywhere easy for a new 
party—in at least 40 states. It is thought they will get about 
3,500,000 votes: about six per cent of the voters support them, 
in Dr Gallup’s opinion. These estimates have hardly changed 
since Mr Wallace’s party was formed six months ago, an unsatis- 
factory situation for a new party which should be constantly 
adding to its strength. *But much of that strength is concentrated 
at strategic points in the big cities, where its influence on the 
results may be decisive. The Progressives are relying on the 
“ protest ” vote, and, from their point of view, the more there is 
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to protest about, at home and abroad, during the -next three 
months, the better. 

Mr Wallace has announced that he will oppose Congressigng 
candidates who voted for the revival of selective service, th 
Taft-Hartley Act and the European Recovery Programme, wit, 
particular emphasis on the latter. The Progressives might hay 
been expected to attack reactionary candidates from both ies 
but they appear to be directing their main effort, for the . 
at least, against those liberal Democrats who have refused to j¢q 
them and who, if elected, could form a rallying point fog, 
resuscitated Democratic Party. Lack of a strong liberal op 
would strengthen the conservative influences in the Republica, 
Party and would ensure that the tide of popular opinion. flows 
strongly to the left with the depression which, Mr Wallag 
insists, is inevitable under a Republican Administration. . Hig 
purpose is apparently to make it certain that his is the only 
progressive ship ready to take advantage of that tide. ' 

It is obviously good tactics for the Communists not only to 
reserve a passage on the ship but to supply the pilots, an 
it is this, as much as his pro-Russian foreign policy, that} 
attracted them to Mr Wallace. He may not appreciate the fg} 
deadliness of the Communist kiss, but it is a liability with 
he would gladly dispense. It (and his opposition to the Eu 
Recovery Programme) has cost him the support of the labour 
leaders and of the New Dealers, whose Crown Prince he claims 
to be. It may alienate many independent voters, particularly those 
whose pacifism has its roots in isolationism. It is on this isgue, 
too, that his party may at any time lose its remarkable unity, bu 
Mr Wallace has declared that he will not repudiate any suppon 
which comes to him on the basis of interest in peace. Nor ar 
the Communists prepared to oblige him by running their oOWn 
candidate for the Presidency or by allowing themselves to be 
prevented from taking their share in “this great new coalition” 

Mr Wallace and his organisers repudiate any suggestion that 
they are dominated by the Communists, but the number of thos 
organisers who have been splashed by the red paint of Com. 
munism is so high that it is difficult to believe that none of 
them deserve the stigma, even though the Un-American Activities 
Committee has certainly waved the paint brush with uncontrolled 
abandon. The Communists are very ready to remain in the 
background for the present, but the speeches and the platfomn, 
the cheers and boos at the Progressive convention followed 
Communist line with a regularity leaving little doubt thar the 
absence of the professional politicians had given the Communists 
a welcome opportunity to use their long experience of steering 
the prejudices and idealism of youth into their own channels, 

* * * 


Cotton in Transition ; 


At a recent meeting in Texas of the Cotton Researth 
Congress, Mr Charles F. Brannan, the Secretary of Agriculture, 
said that the immediate cotton ottlook was better than it had 
been for twenty years. The Secretary, however, may have been 
talking with election-year optimism ; the professional cotton men 
believe that their trade is in a transition period and that the 
future may not be so bright. 


Before the days of scientific irrigation cotton ruled only re 


South, but now the pretty pink and white fields of bloomit 
cotton are spreading over the Southwest as far as Souther 
California. The boundaries of cotton’s kingdom are expanding, 
although within those boundaries cotton no longer reigns supreme, 

In the South, farmers are escaping from their dependence | 
cotton; even the casual observer can see the signs of their 
experiments with livestock apd alternative cash crops. The 
decline of the one-crop system means that, if and when the 
cotton depression comes, the situation may not be so serious a 
it was in the past. eae 
Cotton is selling at 33.5 cents a pound, while the support 
price will be around 31 cents, over three times the prewar figure 
When the new farm programme is introduced next January, the 
support price will be reduced from the present 92.5 to 90 per 
cent of “parity.” Although cotton is thus losing its privileged 
Be 
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sition in comparison with other crops, it is not surprising that 
the Administration is concerned about the commitment which 
even the lower support price may involve, since in the decade 
before the war the Government was Jeft holding the bag to 
the average tune of 10 million bales anpually.. Such a strplus’ 
js not yet in sight but the tarry-ovef is/incfeasing ; in.1947 it 
was about 2,000,000 bales, in 1948 about 3,000,000, and next 
year 4,000,000 bales are predicted. Bad weather-can-always- 
change the picture before the crop is picked, but to date 
the cotton men anticipate a bumper crop of as much as 
14 million bales (since 1937 the average crop has been 11 million 
bales). The acreage has been increased by 10 per cent over 
1947 and, at over 23 million acrgs, is the largest planting. since 
1940; and favourable weather so far suggests a greater yield per 
acre than last year. 

Consumption at home is falling, exports too are down and 
high costs will add to the difficulties a dollar-poor world will 
have in buying American» cotton.» It is already being sold to 
Germany and Japan, by means of Export-Import Bank loans, 
and exporters are encouraged to expect that, through the European 
Co-operation Administration, other: markets will be assured them. 
They anticipate exporting about 2,000,000 bales.yearly under 
ECA, bux 2,000,000 bales is considerably: less: than they sold 
abroad in 1947 and is only approximately one-third of prewar 
exports. There are indications too that world cotton production, 
reduced enormously by the war, is on its way back to normal 
and perhaps will be expanded if cheaper fibre does not become 
available from the United States. 


* * * 


Communist Round-up 


Two days before the Progressive Party’s convention, and one 
week before Mr Truman reinforced his demand for legislation to 
check inflation, with the assertion that “Communists both here 
and abroad are counting on our present prosperity turning into 
a depression,” a Federal Grand Jury, after investigations lasting 
for thirteen months, issued indictments which led to the arrest 
of the twelve leading Communists in the United States, and which 
were, in effect, an indictment of the whole party. The tming 
was perhaps fortuitous, but the. coincidence was a helpful and 
forceful reminder that there is in the United States a Communist 
organisation ready and able to take advantage of every opportunity 
offered it, whether by Mr Wallace or by an economic collapse. 

The indictments will also remind the public that there are 
grounds for believing that the Communists advocate the over- 
throw of the United States Government by force, since the charges 
were brought under the section of the Alien Registration Act of 
1940 (the Smith Act) which forbids such advocacy. It is not sug- 
gested that violence has in fact been employed, and the American 
Communists themselves have always denied that they even 
advocate its use. This is the first time that any attempt has been 
made to test the truth of their denial in the Courts, and the case 
may show whether there is any need for the further legislation to 
restrict Communist activities which recently caused so much 
controversy, The charges are based on the record of the party 
since the end of the war, when it resumed its unrelenting hostility 
to capitalism, but details will not be available until hearings open 
on August 23rd. t dats 

The Communists themselves are, of course, eagerly claiming 
the crown of martyrdom, and Mx Wallace hastened to share it with 
them, insisting that the arrests were an attack on his party, and 
were intended to divert attention from the more serious aspects 
of the political scene. Others, who are far less favourably inclined 
than he towards the Communists, nevertheless see in the indict- 
ments a dangerous threat to the political liberties of the American 
people. It has also been pointed out that, if the experience of 
other countries is any. guide, the arrested men are probably only 
screens for the real and under-cover leaders of the party, and that 
its power will not therefore be seriously undermined even if they 
are found guilty. However, little harm can. be done by discover- 
ing whether the Smith Act can be applied to the Communists, and, 
in the process, the public should gain a valuable insight into 
their activities, even though the hearings will provide the Com- 
munists with a nectbsetite platform which they may find very 
profitable. : Be 
_ There will at least have been a fair and open trial, which is 
infinitely preferable to witchhunts of the type that have recently 

e increasingly prevalent, especially in Congressional Com- 
Mittees. The latest example is the allegation, by an official of 
the Visa Commission of the State Department, that many United 
} mmmunist agents. This allegation 
ity than did the subsequent denial 
not believe that the security of the 






by Mr Marshall, who do 


United States is endangered by any of these Communists, whose 
presence is in any case unavoidable as long as the United States 
contains the headquarters of the United Nations. The loan for 
the construction of these headq ters may come up for con- 
Sidefation during the Special Session of Congress and might be 
unfavourably affected if any. suspicion remains that these allega- 
tions are correct. This is probably why Mr Marshall has now 
appointed-a-committee to investigate the matter. 
* *« x 


Getting Results from ECA 


One of the reasons.for the Economic Co-operation Adminis- 
trator’s visit to Paris.{also diseussed on p. 175 of this issue) 
was to give the people of the participating countries a “ real 
understanding ” of the American purpose in setting up the pro- 
gramme. That purpose is to help Europe to help itself and, 
during the first three months of the programme, the first kind 
of help has been more noticeable to Americans than the second. 
In Jess than six months’ time the new Congress will be asking 
for procf that America’s money is getting results. That Congress 
will be elected by voters who have been told, by Government 
economists, that one of the main causes of the recent rise in the 
prices of 909 basic commodities, to a new postwar high, fs the 
foreign aid programme. The rise is expected to continue and the 
economists also point out that the programme is costing each 
American taxpayer an average of $163. 

Most of this sum will be a free gift, but about» 20 per cent 
is to be in the form of repayable loans.and_ it is hardly surprising 
that ECA is anxious that the use of these loans on a substantial 
scale should begin at once... The first, $2,300,000 to Iceland, is 
expected to set the pattern for others to follow shortly ; interest 
is at the usual Export-Import Bank rate of 3 per cent and the 
loan is repayable in ten years. Its purpose is to expand the 
country’s abiliry to produce and export fish oil and meal, for 
the benefit of the other participants. in the European Recovery 
Programme. The same idea is behind the recent allotments of 
ECA dollars for use in intra-European trade,, which will. help 
to establish the new trade patterns which Mr Hoffman insists 
are indispensable to a sound economic reorganisation. 

. 


ECA has taken a step which will be of direct assistance to 
American businessmen: it will guarantee the converuomiy mite 
dollars, at the current rate of exchange, of any foreign currency 
which may be earned by private investments in the participating 
countries, provided those investments are approved both by 
ECA and the country concerned as fostering the programme of 
economic recovery. It is emphasised that this is an insurance, 
not of profit or against business risks, but of convertibility, and 
that it will last only until 1962. Sound business practices are 
still needed, and the sooner they are put to work the better. 

This desire to encourage a favourable climate for private 
enterprise is also one of the main considerations. which will 
guide ECA’s strategic materials division in its work, work which 
can make a useful, and topical, contribution to the safety of the 
United, States. This division is to see that an “open door ” is 
maintained for American capital in the expansion of the output 
of materials in which the United States is deficient. This 
expansion is to be encouraged in order that a surplus over the 
needs of the producing countries may be available for the 
United States, 

ECA has found a way to alleviate the condition that 50 per 
cent of the goods purchased in the United States should be 
transported in American vessels “to the extent such vessels 
are available at market rates.” This condition had caused 
widespread alarm among American shipping companies, whose 
costs and rates are higher than those of foreign vessels and who 
feared that this “joker” would squeeze them out of the running. 
ECA has now decided to substitute for “market”: rate a 
“ reasonable ” rate. The rule of reason means higher rates for 
American than for foreign ships, but this is defended on the 
ground that to deprive American shipping companies of their 
share of .ECA shipments would lead them to return the vessels 
they have chartered from the Maritime Commission, and would 
result in an acute shipping shortage. 


. Shorter Note 


Civilian employment in June reached the record level of 
61,296,000 ; unemployment also increased by 400,000 over May, 
to a total of 2,184,000. Both of these wends are normal seasonal 
developments, resulting largely from the entry of young people 
into the labour force as the schools close. for the summer. . Farm 
employment at 9,400,000, one of the lowest June figures on 
record, reflected the continuing trend away from agriculture. 
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Latest Lessons of Benelux 4 


¢)*= six months have passed since the tariff barriers came 
clattering down on the Dutch-Belgian frontier. That was the 
first stage in the economic union between the two countries, the 
plans for which had been signed in September, 1944, when their 
respective governments were still in exile in London. The second 
stage, set very provisionally for the end of this year but now almost 
certain to be postponed, was the unification of excise duties and 
sales tax in the two countries. The third, lying in the distant and 
unspecified future, was to be their complete economic union, 
involving unfettered freedom in the movement of goods, people 
and money between the two countries. 


The six months that have passed have provided a valuable 
experience of the kind of difficulties which any customs union, 
however modest in its scope, is bound to encounter. For that 
reason there are important lessons to be drawn for Europe as a 
whole from this experiment. Benelux has a great deal to teach 
on the negative as well as the positive side. It is an example of 
the kind of objective for which Europe should be aiming. It 
also provides abundant illustrations of what should be done and 
not done if the wider integration of the economies of politically 


“independent countries is to be secured. 


The first main lesson of the experience of Benelux to date is 
the need to proceed logically. The first essential of a customs 
union is that there should be some broad sympathy or similarity 
between economic conditions in the various parts that are to be 
welded together. 


Like with like must be joined together. Belgium, or rather the 
Belgo-Luxemburg union, is not like the Netherlands. It is a 
country with a free economy, where the law of the market is 
allowed relatively unfettered scope, where the incentives of well- 
filled shops (at high prices) take the place of the ordered distribu- 
tion of rationing and the egalitarian principle of a subsidised cost 
of living. The Netherlands, on the other hand, is a country of 
which the economy has been deliberately planned since the end of 
hostilities, with a strictly enforced system of rationing, a consider- 
atle intrusion of subsidies in the prevailing level of prices, and a 
centrally conceived investment plan, with all the physical controls 
and the preventions of non-authorised investment this entails. 


The Dutch Move Half-way 


This basic contrast between the two economies has already led 
to the emergence of many difficult, specific problems. It has 
created disparities in price levels which have militated against 
opening completely the common frontier to goods moving between 
the two countries. But, apart from specific difficulties of this 
kind, the contrast has obstructed all efforts to launch the common 
economic policy which must be an essential condition of achieving 
the wider objective of the Benelux union. This basic problem 
received a great deal of attention at the recent meeting of repre- 
sentatives of the three Benelux countries at the Chateau 
d@’Ardennes. The result of this meeting seems to have been an 
undertaking by the Dutch to go a good deal more than half-way 
towards meeting the Belgian system, gradually to abandon its 
dirigiste policy and to adopt the more liberal economic policy 
maintained with such glittering and alluring success by its southern 
neighbours. 

Another basically important dissimilarity between the two 
economies lies in their relative price structures. Broadly speak- 
ing, prices and wages in the Netherlands are at 170 per cent of 
what they were before the war. In Belgium they are well over 
300 per cent. In the Netherlands there has been a conscious 
endeavour to keep prices low on the domestic market so as to 
give producers an incentive to sell abroad. Rationing has held 
in check the stimulant to consumption in the domes- 
tic market. Mitie deglitkcy ‘os GHCE Sete Leak Wiccan gieek 
tary causes. The reinflation in Belgium following the Plan 


Gutt of 1944 has been far more marked than in Holland, follow. 
ing their comparable monetary purge of 1945. The “ good time 
policy” followed in Belgium has provided a freedom for prices 
to move and for inflation to reflect itself in prices and cost: 
of production. This problem was also considered at the Chateay 
d@’Ardennes canferencee The main contribution to its solutiey 
appears to have been an undertaking by the Netherlands Gover 
ment to reduge its subsidies both to consumers and producers 
and thus remove this artificial element in the Dutch cost ang 
prices structure. This alone will be quite inadequate to remove 
the disparity between prices in the two countries. hes 
Concessions on Excise Duties 

A third difference between conditions in the two countries 
is the widely varying range of excise duties on similar products) 
The purchase tax in Belgium, levied on each transaction, amounts 
to 4.5 per cent. and yields 19 milliard Belgian francs, or more 
than a third of the total revenue of the Government. In the 
Netherlands the comparable tax is levied at the source and yields 
only the equivalent of 8 milliard francs. Many goods, such a 
matches and vinegar, have to bear duty in the Belgo-Luxemburg 
union and are free in the Netherlands. Conversely, salt is free ig 
Belgium and dutiable in the Netherlands. Alcohol! bears a duty 
of 200 francs per litre in Belgium and the equivalent of 91 francs 
in the Netherlands. On the other hand, Belgium only taxes sugat 
at 60 francs per hundred kilos, while in the Netherlands the excise: 
duty amounts to the equivalent of 480 francs. The tax on petrol 
in Belgium amounts to 3.12 francs per litre, in the Netherlands 
it is only 1.25 francs. These examples of disparity could be 
multiplied over almost the whole range of articles subject @ 
excise duties. Though it had been hoped that these differences 
might disappear at the end of this year it has been decided that 
such rapidity of progress will not be feasible, because the pre 
vailing duties are too deeply imbedded in the budgetary and 
social policies of the two countries. 


The result of these basic differences has been that the climar 
of the first chapter in the Union of Benelux, namely the abolition. 
of the tariff frontier, has proved more apparent than rea 
The customs duties may have disappeared, but the quantitative 
restrictions remain. There are still rigid import quotas on most 
of the goods that cross this frontier in either direction. The 
main reason for the maintenance of these quotas is wide disparity 
in price levels and in excise duties in the rwo countries. Apart from 
quotas, which are a far more limiting factor to Dutch-Belgiag 
trade than were the former customs duties, special measures have 
also been taken to ensure that agricultural producers in either 
country are not penalised by lower priced goods produced in the 
other. It has, therefore, been agreed that Dutch agricultural pro 
duce may not be sold in Belgium below the price fixed for com 
parable domestic products by the Belgian Government. The same 
condition applies in the other direction, though only for the sake 
of appearances since it is not required for the protection of low 
cost Dutch agriculture. Bi 

+4, 


Disparity in Price Levels ie 


The main obstacle to the real opening of the frontier between 
the two countries is, therefore, the disparity of their price levels. 
Some progress towards equalisation of these prices will be 
as a result of the withdrawal of subsidies in the Netherlands and. 
the gradual unification of excise duties. But these will do nd 
more than touch the fringes of the problem, which is essentially of 
a monetary character and is due to the fact that Belgian currency; 
is inflated in relation to the Dutch and the Belgian franc ovef= 
valued in terms of the guilder. The remedy would be some 
form of exchange adjustment, a devaluation of the jan: 
franc. At this point, however, logic clashes. with reality: ;.! 





though the Belgian franc may appear overvalued, it is in fa 
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a much harder currency than the guilder and is quoted at a 
substantial premium on the guilder in the black market. The 
guilder is now unofficially quoted at about 9 Belgian francs as 
compared with the official quotation of 16.52 Belgian francs. 
The relation of the two currencies then bears some resemblance to 
that of sterling and the dollar. It should be added that the com- 
mercial and monetary frontier between the two main partners of 
Benelux is today one of the strictest in Europe. This is no doubt 
due to the close proximity of big shopping centres in each country 
and to the ease with which unauthorised currency operations and 
the traffic in goods with differential excise taxes can, therefore, 
be conducted. Nonetheless, this relative severity of control which 
has struck many foreign visitors as the height of paradox empha- 
sises the underlying difficulties that hamper progress towards full 
achievement of the economic union between the two countries. 


A Time for Boldness 


The lessons hitherto noted are of essentially technical character 
and concern divergencies of economic policy and conditions. 
There is also a lesson of psychological character which is in no 
way inferior in importance to those already mentioned. It is that 
in a project of this kind the primary need is for boldness. Most 
of the complaints that are now being encountered among the 

rs of Benelux Union come from vested interests which are 
only gradually becoming aware of the thorns that are to be found 
on the stem of this lovely bloom. The earlier decision to allow 
separate and divergent excise and purchases taxes to persist has 
allowed vested interests to revive, and these interests provide most 
of the vocal criticism of Benelux which is to be heard today. It 
must be frankly admitted that for some time past the idea of the 
Benelux customs union has become less popular among its 
members, and particularly in Belgium. 

A little more boldness by the two exiled governments when 
they signed their agreements in 1944 might have silenced that 
opposition from the start. If, in 1944, the two governments had 
agreed to equalise their excise duties they would have made this 
decision in the vacuum created by the German occupation. The 
agreement would have been accepted without demur after libera- 
tion, when the whole fiscal system of the two countries had to be 
reintroduced to economic realities. Had such initiative been taken 
in 1944 there is no doubt that Benelux would today be a good deal 
nearer its objective. 


The lessons of the first half-year’s experience of Benelux can 
thus be summarised under two broad heads. First there is the 
need to establish relative stability in the domestic finances of 
any would-be participant in a customs union. Having secured 
relative stability, prices and costs in the various countries must be 
put into some semblance of equilibrium. This will have to be 
done by adjustments of exchange rates and adopting the “ valid 
rates of exchange” demanded by the Economic Co-operation 
agreements. Having achieved this balance and homogeneity of 
economic conditions in the various countries the next need is to 
act boldly. If countries are sufficiently convinced that their 
economic union is desirable (and in the case of Europe desirable 
is surely an understatement for what is a matter of survival), then 
they must be prepared t6 make subsidiary sacrifices in order to 
obtain the greater good. If these lessons can be learnt the Benelux 
experiment will have earned its laurels not only for the example 
it has given to the rest of Europe but for its revelation of some of 
the basic mistakes that must be avoided. 


187: 
Exploiting the Nile 
[BY A CORRESPONDENT] 

“EGypt,” said Herodotus, “is the gift. of the Nile.” The 
quotation is trite but it remains true. Egypt is wholly dependent 
upon the waters of the Nile for its existence. The annual floods, 
beginning in July and ending in December, are watched for as 
anxiously now as they were three thousand years ago, and the 
possibility of lean years or fat years depends still as it did in the 
days of Joseph on the extent of the floods, which vary between 
half and twice the average flow of water. Egyptians, therefore, 
regard their claim on the Nile to be paramount, and they have 
continued through the centuries to devise plans for minimising 
the effect of the bad years and for benefiting from the good. 

But in the past fifty years other claimants for the gifts of the 
Nile have sprung up. The Sudan, which depends almost as much 
as Egypt upon the Nile for cash crops, has insisted on its 
share. In 1929, by the Nile Waters Agreement, its claims were 
legally recognised in return for its admission that Egypt should 
have the major say in the control of the Nile throughout its 
long course through the Sudan: Now Uganda, which embraces 
the sources of the White Nile—Lake Victoria and Lake Albert, 
has put in a claim to harness the headwaters of the Victoria 
Nile to provide electric power for the secondary industries which 
it intends to develop. There is also a possibility that some time 
in the future Ethiopia may put in a similar claim to harness the 
headwaters of the Blue Nile where it emerges from Lake Tana. 

Can these various claims be reconciled? Can the Nile indeed, 
meet them all ? The answer depends first on the extent of the 
different claims and second on technical difficulties. Over a 
period of twenty years the Egyptian Ministry of Works aided by 
the British scientists, Hurst and Black and the Egyptian, Simaika, 
carried out detailed researches on the hydrology of the Nile and 
on the question of what was the maximum area of Egypt which 
could be cultivated. They investigated the flow of water, the silt- 
ing of the river beds and the evaporation over the entire course 
of the Nile and its sources. In particular, they made detailed 
calculations about the extreme limits of the gocd and bad flood 
years. When all their investigations were completed, they were 
able to produce a formula to estimate how much water must be 
stored in reservoirs to ensure that in every year, whether the flood 
is high or low, a specified volume of water will be available for 
irrigating the crops. Further, they were able to calculate how 
much water would be required to irrigate any given crop over 
any given area. 


Egypt’s Claim for Water 


Meanwhile, other investigations had shown what was the maxi- 
mum “crop ” area in Egypt. This is greater than the actual area 
of cultivable land, for, in Egypt, some lands are cropped three 
times in every two years. The limit of the ultimate cultivable area 
is fairly sharply defined by the borders of the desert, and works 
out at 7,100,000 feddans (1 feddan = 1.038 acres). Assuming that 
the whole area is harvested three times in every two years, the 
maximum crop area would thus be 10,650,000 feddans. The 
present crop area of Egypt is 8,474,000 feddans. 

Egypt’s claim, therefore, can be exactly calculated. It has been 
estimated that it will require its maximum crop area within about 
35 years in order to meet the demands of its expanding population. 

The claims of the Sudan on the Nile affect one of the primary 
sources of its livelihood and its most promising source of revenue, 
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Unlike Egypt, the cultivable area cannot be so exactly calculated. 
By far the major portion of its land under irrigation is in the 
Gezira plain, the triangle of land between the White and Blue 
Niles with its apex at Khartoum. The Gezira scheme, which 
has some points in common with the Tennessee Valley Adminis- 
tration, now comprises some 900,000 feddans. The limits of its 
expansion are difficult to estimate exactly, but approximate calcu- 
lations show that altogether about 2,000,000 feddans, depending 
on water from the Nile, may eventually be cultivated here. Other 
lands irrigated from the river may eventually total 500,000 feddans, 
But the greatest part of the Sudan in which the food crops are 
grown is not accessible to irrigation, and its people will always 
be dependent upon capricious rainfall. 

The claims of Uganda and the possible future claims of Ethiopia 
are not so vital as those of Egypt and the Sudan. Uganda’s chief 
interest in the Nile is for the secondary purpose of obtaining 
electric power rather than for the primary needs of life. Never- 
theless, Uganda’s need is real, for its population is developing 
fast and without the labour and products which the secondary 
industries represent its people would be condemned to poverty. 
Solid fuels are scarce and expensive ; it was inevitable that the 
Government of Uganda should have turned to the Nile for the 
comparatively cheaper possibilities of hydro-electric power. ‘The 
Nile begins its 3,500-mile course by tumbling out of Lake Victoria 
over the Owen Falls just 
west of Jinja, and on July 
Ist two firms of consulting 
engineers presented a 
scheme to the Uganda 
Government for harnessing 
the water at this point at 
a cost of £7,000,000. The 
importance of the scheme 
to other users of the Nile 
is that it would involve 
some control over the flow 
of water, though this could 
easily be co-ordinated with 
the requirements for irri- 
gation. . 

The foreseeable demands 
on the Nile can thus be 
calculated fairly accurately, 
and various solutions have 
been put forward to the 
problem of how to make 
the Nile satisfy these 
demands. There are two 
deciding factors: the inci- 
dence of high floods and 
silt. The investigations of 
the Egyptian Ministry ‘of 
Works showed that in order to be certain of having enough water 
in the driest years to meet the requirements of Egypt and the 
Sudan a much greater volume of water would have to be stored 
than at present. The three existing dams at Aswan, Gebel Aulia 
and Senner store water only year by year, and in an exceptionally 
lean year or if more land is to be cultivated they will be 
insufficient. Moreover, their control over the flow of the Nile is 
inadequate for preventing the disaster of exceptional floods. 

The second factor—silt—has shown itself in the past thirty 
years to be almost«as serious a problem as the uncertainty of 
regular water supplies. During the flood season each year, the 
waters of the Blue Nile and the Atbara are heavily laden with 
silt. If these silty waters are stored, the silt would drop and 
in time would seriously reduce the capacity of the reservoirs. 
Every year much valuable water has to pass to the sea for this 
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reason. On the other hand, the waters of the White Ni 
practically free from silt, and this is one of the TeasONs Why 
schemes for conserving watcr tend to be concentrated On the 
White rather than the Blue Nile. pty 
Hurst, Black and Simaika, after they had completed’ ‘they 
monumental] survey, put forward a number of schemes for 
ploiting the Nile. The first, amended by suggestions from’; 
Uganda Government, was to dam the Victoria Nile at its” 
from Lake Victoria and to raise the level of the lake, which” 
roughly the size of Eire, by three feet. The storage thus obtai 
in Lake Victoria was also to be supplemented by a smaller’ dam 
on Lake Albert. By their calculations this scheme would go fg 
to meeting the present and future requirements of Egypt and th 
Sudan. It also fits in with Uganda’s scheme for a hydro-eleétre 
power station. Second, they suggested enlarging the earlier Jongle 
canal scheme to enable the White Nile to bypass the vast 
in the southern part of the Sudan, the Sudd, where much 
water is dissipated by evaporation. And third, they suggested 
that the earlier proposition for a dam on Lake Tana, the 
of the Blue Nile, should be greater than originally planned. . These 
schemes, together with an extra reservoir in the Northern Suda 
designed to protect Egypt against high floods such as. thoy 
of 1946, would be sufficient to meet all demands:on the Nik 
They calculated that they would take about 35 years to complete, 
Technically, then, the demands on the Nile can be metvand 
practical schemes have been put forward for doing so. Politically, 
the problem is very different. The dams at the various pdoimy 
along the Nile give the country in which they are situated grea 
powers over the countries lower down the river. Egypty:for 
exampk, already depends to an uncomfortable extent on the good 
will of the Sudan. It could not be deprived of water altogether, 
but, should the Sudanese so choose, the flow of water could beg 
regulated in the Gebel Aulia or Senner dams. as to seriously affea 
the Egyptian harvests, either by flooding at the wrong timeor 
by failing to store water during the lean years, The Nile Wa 
Agreement of 1929, of course, makes this extremely unlik 
and in point of fact any hostile action by the Sudanese woul 
harm the Sudan as much as Egypt. But the. fact that thee 
political fears are very much alive, even over the hmited schemes 
which already exist, point out the chief obstacles to the greater 
schemes which have been proposed. A dam on .Lake Victoria 
or Lake Tana would give power to countries whicn, unlike. the 
Sudan, do not depend on the Nile for their existence. There 
would thus. be no self-interest to restrain them from hostik 
action. No one imagines that Uganda or Ethiopia would attempt 
anything so disastrous, but Egyptian—and Sudanese—statesmen 
look into the distant future when the threat, remote as it is 
may eventually become real. The problem can only be solve 
by an International Authority or by separate agreements in whid 
Egypt and the Sudan in particular can put their !asting tus 
The schemes are urgent, but until the political problem is solve 
the further exploitation of the Nile must wait, and the age-Ok 
perennial anxiety over too much or too little water must contnil 








Europe’s Food in Five Yeats 


A CALL to produce a “ master plan for action” for full Eur eat 
recovery by June, 1952, was made in Paris last Sunday by M 
Hoffman, the head of the Economic Co-operation Aan hae 
to the representatives of the countries receiving Marshall. 

One of the most vital programmes contained in the master pl 
must be concerned with food production. Some indications. 
how far it will be possible for Europe to achieve adequate 
dards of nutrition by 1952 is contained in a report just issued B 
the Food and Agriculture Organisation of the United Nations — 


This report, which examines the programmes of agricultural 
reconstruction and development of all Eur »pean countries except 






the Soviet Union, gives a general picture of what Eurema 


expected to be eating in 1951 if all goes according to plan. . 
average food consumption that year in the countries of north 
west Europe should not only be far above present levels, bu 
will also show considerable improvement in the nutritional va 
of the food éaten. But elsewhere in Europe, while there will b 
a considerable increase over the present low levels in the qual 
of food eaten, there will, be little improvement—if any—in 


nutritional value. «°° « 
In some countries disorganisaiion of farming 

war precludes, any return to prewar standards, either in 

or. quality. The total amount of bread grains available is 

to exceed the prewar quantity. In some countries, su 
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Germany and Austria, consumption will be. increased, and in 
others such as Jugoslavia and Poland it will be reduced. Both 
the imports and the production of oils and fats will be less than 
prewar standards, but the resulting decrease in consumption will 
be confined to Germany, which in 1951 will be consuming 
1,000,000 tons less than before the war. In eastern Europe and 
Turkey consumption is expected to show a considerable increase, 
largely owing to increased local production of oilseeds. Meat 
supplies will probably be less than before the war, even if the 
large import programme is’ fulfilled. Consumption will be 
heavily reduced in Germany and Finland, and slightly reduced 
in some countries of north-west Europe, but in eastern Europe 
jt is expected to be above prewar standards. 


More Mouths to Feed 


On the basis of. the individual import. and production pro- 
grammes, the report considers how far the need for specific types 
of food will be met. For instance it estimates that although the 
area devoted to the cultivation of bread grains will by 1950 be 
as Jarge as the prewar area, the actual production will probably 
pot be so great. This is because a partial shift in the zones of 
production from the industrial countries of north-west Europe to 
south-east Europe and Turkey will result in a decreased average 
yield. This shift emphasises the difference already existing before 
the war between the industrial countries, which were large 
importers of bread grains, and the pecromnanty agricultural 
regions of south-east Europe. A possible counter balance to this 
shift not mentioned in the report, is the change now being 
worked out in the original Monnet Plan, whereby France will 
revive primary cereal cultivation, not only in order to free itself 
from the necessity of importing from America, but also in order 
to enable it to export regularly to Britain and western Germany. 

Since European production of bread grains in 1951 is expected 
to be 2,300,000 tons less than before the war, and the population 
will be 5 per cent larger, Europe will need to import about 15.5 
million tons of grain, which is 6,100,000 tons more than before 
the war. The total exports of bread grain available from the United 
States, Canada, Australia, Argentina, and Russia, may vary from 16 
to 24 million metric tons, of which non-European importers will 
probably need at least 6,000,000 tons. Thus, in favourable circum- 
stances, Europe’s needs will be met: but since two-thirds of the 
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possible world exports will come frofh Norta America a failure of 
the harvest there in any year might gravely reduce the supplies 
available. In unfavourable circumstances Europe might have to 
readjust its grain production goals, its livestock policy and even 
its standards of food consumption. 

In spite of attempts to develop the cultivation of oilseed crops, 
the production of fats in Europe remains low. It is estimated that 
in 1951 production in Europe, excluding Turkey, will be 97 per 
cent of prewar production. Before the war European imports of 
4,700,000 metric tons of oils and fats represented 40 per cent of its 
supply, and half a dozen western European and Scandinavian 
countries exported, or re-exportéd 1,300,000 tons. By 1951 it is 
hoped that both imports and exports will be restored to a level not 
far below that of before the war. 

The report emphasises that in all the programmes submitted, 
covering not only production of cereals and oils and fats, but 
also coarse grains, meat, dairy produce, and fruit and vegetables, 
it is assumed that a very rapid recovery will be accomplished in 
a very short time. After the First World War Europe needed seven 
years to recover its crop production and ten years to recover its 
livestock. This time, although the losses have been greater, it is 
proposed: to recover beth inrfive/ or six years. Moreover, the 
successful fulfilment of thé programmes presupposes a very great 
deal.. It assumes that the means of. production—fertilisers, 
machines, foodstuffs and labour—will be adequate. But will there 
be enough coal and electric power for the manufacture of ferti- 
lisers, enough stee! to make machinery, enough manpower to work 
on the land ?: Will the weather be propitious or will there be 
more seasons like 1947? Above all, will it be possible to make 
satisfactory international financial arrangements to enable coun- 
tries to obtain the necessary imports of fertilisers, machinery and 
foodstuffs ? 


Threat to Standard of Living 


The report states quite frankly that it would be outside its 
terms of reference to consider how far the countries of Europe 
will be able to pay for their import requirements. The calcula- 
tions it makes essume that they will be able to do so regardless 
of the currencies in which payment must be made. But it points 
out that the production goals assume the revival of food and fuel 
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imports on a scale which many of the countries concerned might 
not be able to finance. In brief, Europe’s agricultural programme 
might easily fall far short of fulfilment. In that case “ either 
Europe’s food supply would have to be maintained by steadily 
increasing imports and indebtedness ; or the diet, the productivity 
of labour, and the whole standard of life would enter on a down- 
ward spiral of deterioration leading to widespread social disorder.” 

The report stresses the need for consultation and action on an 
international scale, in order to secure the best possible distribution 
of whatever food and agricultural materials are available. It 
mentions the organs for co-operation which already exist in the 
Economic Commission for Europe as well, of course, as in the 
FAO. But although it acknowledges its debt to the reports of 
the Committee of Economic Co-operation, it makes no mention 
of the necessity of co-operating with the sixteen Marshall 
Governments working in Paris on ERP.- Here is the nucleus of 
that European co-operation in agricultural reconstruction which 


the report calls for. It is surely a strange omission to make no 
mention of it. 


Sweden Marks Time 


[FROM OUR SPECIAL CORRESPONDENT IN STOCKHOLM] 


“ Away in the country ” is where one’s Swedish friends invariably 
are in summer. Then indeed are routine tasks rejected for the 
sun, the mountains and the sea. Public life is almost at a stand- 
still. So it is this summer in spite of tension in Berlin, a family 
quarrel with Norway and an intractably adverse balance of trade. 
But when the holidays are over, fresh elections for the Second 
Chamber will be held. Pre-election caution is thus allied to the 
carefree spirit of summer to postpone the day when outstanding 
problems are faced and perhaps painful decisions taken until after 
September roth when the electors have voted for the new 
Riksdag. 

Negotiations with Norway on a joint defence policy for Scan- 
dinavia must in any case go slowly while a new formula for agree- 
ment is sought and Norwegian susceptibilities soothed: the 
original formula, although accepted by the Norwegian negotiators, 
was rejected with some asperity by their colleagues at home. 
Present events, while increasing the urgency of agreement, tend 
to intensify the differences between the two countries. For 
Sweden this implies confirmation in the policy of neutrality, with 
or without Norway as a fellow-neutral. This attitude is con- 
sistently criticised by an influential and vocal section of opinion, 
yet it is difficult to deny that it is supported by most Swedes. To 
them it is instinctive. Therefore arguments purporting to expose 
its impossibility or undesirability appear irrelevant. They appeal 
to, and may even be accepted by, reason. But they will not be 
acted upon, for they run counter to the deep emotions which are 
the mainspring of action. 

Nor does reason, it must be admitted, entirely commend such 
arguments at the present stage of development of Western Union. 
If Sweden were forced to chose, it would certainly join the West. 
But successful neutrality depends on avoiding definite decisions, on 
maintaining the maximum freedom of action, so that policy can be 
adjusted as rapidly as possible to varying circumstances. By the 
definite step of entering into commitments with the West that 
freedom would be circumscribed. Sweden would therefore expect 
stronger guarantees than the Brussels Powers—of which Britain 
alone now has a greater military strength than Sweden—could 
at present offer. 

To the Swedes, therefore, the issue is simple. Either they keep 
their neutrality—a neutrality—and thereby help to 
protect Finland and Norway, or they ally themselves with the 
West, expose Finland to the risks of a Russian occupation and 
Sweden to the certainty of a Russian invasion should another war 
start. In any case, by binding themselves beforehand by an 
alliance, they not only declare themselves potential enemies of 
Russia, ‘thereby increasing Russian suspicions and the chances of 
war, but also increase the definite commitments of the West. 

In choosing the first alternative, they have no illusions about 

their chances of withstanding a Russian attack. Informed esti- 
mates of the endurance of their resistance vary from about three 
months to one month. But, as long as ghey were not definitely 
committed, they consider that there is a reasonable chance that 


they would not be attacked. It is on the probability of first, any 
war at all and, second, a Russian attack 1 of neutrality 







that the main cleavage exists. It is fruitless for holders of 
views on these vital points to do ee agree to 
differ. t it may be noted that the | Staff is on the whole 


Jess sanguine than the politicians, + 
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Yet among the politicians | there are signs of what the - 
munist paper Ny Dag calls “ slipping westwards.” At any 
the references the Foreign Minister, Hr Unden, made about 
and Western Union during the debate at the end of June whe 
Sweden adhered to ERP were less aloof than usual. His remarkg 
on. Scandinavian co-operation for defence, though cautious, did 
reflect the important change in foreign policy that occurred at 
the end of April when it was decided to open discussions on this 
matter. Some observers accordingly consider that the 
parties are prepared eventually to go much further west than 
dare advocate before the elections, This is very doubtful — 
events enforce such a course of action. 


How much Socialism ? 


Foreign policy, however, will be of slight importance in the 
election campaign. The main struggle will centre on what 
the Social Democrats call democracy and their opponents, 
the Communists, the lack of it. In other words, how 
Socialism is to be retained ? Are controls to go or be intensified ? 
This second issue is the more important because more specific, 
The dilemma of the bourgeois parties here is that, with the 
exception of a few extremists, they frankly admit that Some con. 
trols are at present essential. The question is which controls? 
And it is difficult to go to the country opposed to the present 
controls which a Social Democrat Government thinks ne 
but advocating different ones to be imposed by a new Govern 
ment. To be exact, different controls are not now advocated, 
Only the Government controls are attacked. n3 


Yet in truth their chief weakness is not that they are un- 
necessary, but that they are sometimes misdirected, inadequate in 
important essentials, and often inefficiently administered. The 
Government will be chary of taking the strong measures the situa- 
tion demands nor do its opponents advocate them. But both sides 
know that after the elections they are likely to form a coalition 
with the express purpose of adopting the more drastic remedies 
which the country’s intractably adverse balance of trade demands, 
The surprisingly large volume of imports from Britaia contributes 
to this situation. Nor has there been the general reduction i 
imports which was expected to result from various restrictive 
programmes, although the enormous influx of cosmetics, fountail 
pens and so forth has ended, The gravity of the situation is re 
flected in Sweden’s finances. Holdings of foreign currency and 
gold at the end of June were only 476 million kronor—about. the 
same as for the two previous months, but well below the March 
figure of 568 million. Various special supplies of foreign currency 
have been drawn on, and, in addition, Sweden is running into 
debt with Britain at.a rate of about £12 million a year. 
could easily be paid off by the release of part of Sweden’s £25 
million blocked sterling and by the normal autumn increase in 
earnings of sterling. The cutting down last weekend of US im- 
ports for the current half year to Kr. 180 million compared with 
over Kr. 400 million in the first six months of this year s 
help to remedy the dollar deficit. But the root, problem of 
creasing Sweden’s exports would remain. 


Austerity Ahead 


The greatest contribution to its solution would be a drastic 
restriction of home consumption. To do this now would Cost 
too many votes. There is a faint possibility that the normal. 
summer increase in exports sary improve the position sufficie 
to avoid really serious measures. The Government also appears. 
to place some hope in the cumulative effect of restrictions ‘already. 
imposed. But these are rot big enough: even after the building. 
programme, for example, has been cut, Sweden still produces 84 
houses per 10,000 ns compared with 47 in the United Srats 
or 35 in the Unite Kingdom. The level of consumption generally 
remains very high and firmly supported on full employment, 
cheap money and an ambitious scheme of family allowances es 
pensions. 4 


Incomes are rising faster than production, although the abolition, 
of electricity rationing, better supplies of coal and improved 
organisation should increase production slightly above last oak 
level. But it will not be high enough to compensate for red 
imports of consumer goods. More effective measures to neu 
excess purchasing power will therefore be necessary if i 
pressure to close the gap between supply and demand is not to 
upset the price-stabilisation measures which are a cardinal feature — 
of Social Democrat policy. Additional measures will be needed _ 
to cut home consumption still further inthe int of ine 


creased exports. It will be distasteful medicine “the new 
Government must administer to the bedy politic. ee 
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Film -Finance 


HEN the President of the Board of Trade disclosed on 

April 15th that he had been studying the question of 
“affording improved access to finance to qualified independent 
film producers,” he expected to be able to announce the arrange- 
ments in “ the very near future.” It has proved a more difficult 
task than Mr Wilson supposed. On Thursday last week, four- 
teen weeks to the day, the promised announcement was made. 
A Film Finance Corporation is, after all, to be set up by the 
Government ; it will have power to lend a sum, “ fixed pro- 
visionally at £5,000,000 ” to film distributors, who in turn will 
use it to finance the production of films ; the setting up of the 
new Corporation will require legislation, so, as an interim 
measure, a company is to be formed with power to raise 
{2,500,000 by Treasury guarantee under Section 2 of the 
Borrowing Act of 1946. 

Apparently, the Government consider that the lending of 
public money to finance film production should cease after five 
years, since the money is “ required to meet the difficulties of 
postwar transition.” . This theme of temporary difficulty 
appears at several points in Mr Wilson’s statement. The present 
position is “ abnormal,” particularly for the independent pro- 
ducers “who are building up their production and have not 
yet had a chance to establish the necessary working capital 
after the dislocation of war.” The City of London “so mindful 
of their unfortunate prewar experience of the film industry as 
to be regardless of the national interest at the present time ” is 
unwilling, or unable, to finance an industry “ now producing 
for a safe and assured home market with a high quota.” 

The protection already given by a quota of 45 per cent for 
first feature films—a quota which must be regarded as exces- 
sively high—is now to be buttressed by added finance sufficient 
in itself to produce, say, 2§ films of adequate but not extrava- 
gant standard, with the presumption of further films as the 
Corporation’s funds are turned- over and its first edvances+for 
production costs are recouped. To-make any closer estimate of 
the increase in production which the funds of the Film Finance 
Corporation may encourage is scarcely possible. But to free 
the channels of finance by Government action is one thing ; 
to provide adequate studio space for independent film produc- 
tien is another, Existing studios are largely controlled by the 
Rank Organisation and by American film companies—a point 
which has been seized by advocates of an additional film studio 
under state ownership or management, to cater for the inde- 
pendent producer. A committee has now been set up to examine 
this question, with terms of reference based on the assumption 
that an additional studio is to be erected. Even with Government 
support, it is difficult to frame convincing arguments that such 
a project should enjoy any form of priority over other no less 
urgent schemes of industrial investment which have been cut 
Or postponed. 

It would be a mistake to regard the new Finance Corporation 
as being designed solely to meet the financial needs of the inde- 
pendent producer. That indeed is its primary function and the 
one which Mr Wilson emphasised most strongly in his state- 
ment—it is to cover “ the whole group of independent producers 
outside the Rank Organisation, which so far has been able to 
finance its full programme of production.” The decision to 
lend, however, will rest with the Corporation ; its powers have 
not yet been strictly defined, save that it must observe “ reason- 


able commercial terms.” And evidently the definition of 
“ independent film production ” is flexible, for it will apparently 
be open to the Corporation to extend finance to the Rank 
Organisation “if they so thought fit, and they applied for such 
assistance,” The possibility that public funds might be employed 
to assist the production programme of the Rank Organisation 
is thus not ruled out; and once that possibility is admitted, 
the way is open to the application of public funds in film 
prodyction in a much wider field than a hasty reading of Mr 
Wilson’s statement might suggest. Opinions about this potential 
development may differ, according to the estimate of the hazard 
which is involved. For his part, Mr Wilson evidently feels 
that the degree of hazard can easily be exaggerated: “ This is 
an industry which, as a result of measures. recently taken, is 
one which can look forward to a long period of prosperity in 
this country.” But it is one thing to fix a quota for British 
first feature films as high as 45 per cent, and quite another to 
fulfil that quota by a greatly increased supply of films which 
the public will support at the box-office. The recent. successes 
in British film production have consisted largely of those films 
which have cost appreciably more than can possibly be recouped 
from. the gross takings at British cmemas—the “frustrated 
exports ” of the British film industry. If the policy of fixing a 
high quota is to succeed, not merely next year,,but also in 
later years, British film producers have somehow to learn to 
make films which are economical but. not cheap; in which 
story and presentation, rather than “ star values ” and spectacle 
receive greater emphasis ; and. which consume far less time 
in the studios and the cutting room than has. often been squan- 
dered in the past. 

It may be that considerations of this kind will be present in 
the mind of the new Corporation when it comes to discuss the 
“reasonable. commercial terms” on which it is prepared to 
lend to distributors, -In-the heyday of the prewar film boom. 
money could be borrowed for film’ production merely by putting 


a distributor’s contract on the banker’s table, without reference _ 


to choice of subject, or the ability of the producing concern 
to make a good film economically. But even if the new 
Corporation is prepared to look behind its contracts with 
the distributors to the technical capacity and commercial 
judgment of the individual film producers who will in fact 
use the money, it is bound to make some mistakes and bound 
to have some losses.. The risk of a steady deterioration in the 
quality of British film productions will almost certainly be 
increased as a result of the pressure to make enough British 
films to fill the quota—the emphasis is likely to be on numbers 
first and on quality second. 

There is room for argument about the increase in output 
of first feature British films which is required. The exhibitors— 
admittedly they are partisans—have attempted to break down 
the future requirements of such films, and to compare them 
with the present annual figure of 49 films, which though counted 
as first features often fall (as they claim) within the category 
of medium to poor. The new. quota is based, it is generally 
understood in the trade, on the expectation that British pro- 
ducers will be able to make 90 first feature films. Whether 
there is sufficient studio space to produce this number of films 
is uncertain, and past performance suggests that its achievement 


is improbable. But let it be assumed that 90 films is a possi- © 
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bility. There would be no difficulty, as an exercise in arithmetic, 
in filling the quota requirements of cinemas with a weekly 
change of programme. ‘For Cinémias"in ‘a “ comipetitive area,” 
however, and particularly where progtammes ate changed twice 
or even three times a week, a 45 per cent quota is quite im- 
possible to fulfil. The Cinematograph Films Act.makes.certain 
provisions for relief (not so extensive as the exhibitors would 
like) and of approximately 4,000 cinemas in the country, as 
many as 2,500 have applied for relief from’ the full quota 
obligations. 

It is hardly surprising, therefore, that the independent 
exhibitors are concerned at the prospect of the supply and quality 
of British films. Their experience, they declare, does not accord 
with Mr Rank’s claim that British films on his circuits take 
more money than American films. They detect a deterioration 
in the average quality of British films—which, inevitably, is 
largely a reflection of their view, as commercial exhibitors, of 
the average quality of the films produced, and/or distributed 
by the Rank Organisation. They complain of the attempt by 
General Film Distributors (the big renting concern in the Rank 
Organisation) to force up the rentals for British films—a con- 
troversy on which Mr Rank met the exhibitors ten days ago 
and appeared to give them some satisfaction. “They have been 
affronted by the tactless suggestion from the British Film Pro- 
ducers’ Association that it should set up a department to ensure 
that exhibitors are fulfilling their quota, which would report, 
apparently before the end of a quota period, any case of default 
to the Board of Trade. Thus it is not surprising that the 
independent exhibitors now look to their old antagonists, the 
American film renters, for new films and for a new counterpoise 
to the integrated structure of the Rank Organisation. 

It remains to consider the reaction of these decisions on the 
international standing of the British film industry. The 
American market, if it could ever be counted upon, has gone. 
The temper of the American film industry can be gauged from 
a letter on another page from Mr Fay Allport, the European 
representative of the Motion Picture Association of America. 
Mr Allport is apparently unwilling to concede that the British 
Government had any right to fix the quota to please itself ; 
sovereignty, for him, lies in Hollywood, and he is so angry with 
The Economist for conceding this right, that he entirely over- 
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looks the criticisms that have been made in these columns gf 
the wisdom of fixing a quota of as high as 45 per cent. a 
Ota. 


ithe América filni indstry feels’ cheatéd about the qu 


itsdiagnosis about the effects. of a high quota on British 
duction may well turn out to be uncomfortably close to the 
truth...Much.of. this is fair comment. An indigenous 
industry could only be established with some element of protes. 
tion, for British films had only limited chances of earning they 
profit in overseas markets as American films have always dong 
The integration of an important sector of British film produc. 
tion, renting and exhibiting under the. control of Mr 
was founded essentially on profits from cinemas, earned hig 
by showing American films. Then came the dollar sho 
the ludicrously unsuccessful tax of 75 per cent on ; 
American films, the reissue of old American and British films 
and the concentration of Rank-controlled cinemas on Rank 
produced and Rank-distributed films. The Rank Organisation 
is heavily committed in film production, and is anxious. to 
sell its product at good prices to the independent exhibitor, 
It now has a completely assured market, so long as the publi 
will pay to see what it has to show. For this reason alo 
financial assistance to genuinely independent film producti 
S 










justified on the broad ground that the important distri 

and exhibiting outlets are largely under single control. 

some élement of competition is to be introduced to check the 
element of monopolistic power already wielded by ‘th 
Rank interests, it can only be provided by genuine independent 
production—production, that is, which is given free rein for 
its technical talents, which enjoys a reasonable assurance of 
an adequate British market, and can obtain access to either the 
independent cinemas or the big circuits. It is possible to = 
the conditions without expressing any confidence that they wi 

be easy to fulfil. To that extent, the reluctance of the City 
to come to the aid of an industry which is desperately short of 
funds, but is being forced to expand in a kind of economic 
hothouse, is at least understandable. And if private finance 
is not forthcoming, public financing becomes the only alternative 
to the disappearance of independent production. Mr Wilson's 
decision may well have been inevitable. Nevertheless, the 
experiment of adventuring public funds in this endeavour will 
be watched with care and concern. 


Chemicals From Petroleum 


HE expansion of oil refining in the United Kingdom was 

discussed in The Economist on July roth. That article was 
the first instalment in the story of the expanding part played 
by petroleum in British industrial life; for in addition to 
the refineries programme, work is proceeding on a number 
of projects for the manufacture of chemicals from petroleum. 
These. projects will eventually derive their starting materials 
from the new refineries. They are the frontier country 
between the petroleum industry and the chemical industry 
—a frontier which the rapid development of each industry 
tends to blur. Twenty-five years ago it would have been 
a sharp and unmistakable line, for at that time (in the early 
nineteen-twenties, when a small petroleum chemical industry 
began to appear im the United States) oil refining was 
still almost wholly a physical operation—the separation of 
crude oil into its fractions by physical means. An oil refinery 
today. is substantially a chemical plant; the development of 
catalytic cracking processes alone warrants the term. The pro- 
cesses are different in kind from the processes of 25 years ago ; 
there is a sharper separation of the oil fractions, followed by 
further processes which break down and rebuild their molecular 
‘structure. Both fuels and lubricants are tailored to fit their 
specific uses. Indeed, one reason for the interest which the oil 


companies have shown in developing petroleum chemical 
plants has been the need to assure the supply of “ additives” 

for petroleum products. The extensive use of additives (apart 
from tetra-ethyl-lead) did not begin until the early nineteen 
thirties. It has developed far, and the engineering industries 
are learning to expect that lubricants (for instance) will be 
designed exactly, and not merely roughly, for their purposes 
This has had, in turn, far-reaching effects on engineering 
technique. The petroleum chemical industry in the United 
States supplies many industries with many products, but among 
the most important are treatment chemicals for the use of the 
refining industry itself. It also has the advantage to the oil 
companies of helping them to dispose profitably of oi! frac 
tions (particularly the oil gases and heavy residues of the 
refineries) which might otherwise be unsaleable. The com 
bination of these two reasons gave the American oil industry 
a strong interest in the development of petroleum chemicals’ 
In Britain, where until the present expansion scheme refining” 
took only limited forms, the same problem did not arise, OF 
not on the same scale. Nor, indeed, could its solution be 
handled on the same scale ; for American industry as a 
can absorb petroleum-derived ‘chemicals in vastly 
quantity than can British industry. As an illustration, 
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can production of isopropyl alcohol (now the principal source 
of acetone) began in small quantities about fifteen years ago, 
and the product could not at first be sold at a lower price 
than $6.50 a gallon. By 1939 it was.being sold at about 20 cents 
a gallon ; the reduction in cost was due mainly to the economies 
of large scale. Similar enterprises in the United Kingdom 
have to reckon with smaller markets. Factors of this kind 
delayed the industrial application of petroleum chemistry in 
Great Britain until technique developed and until changes in 
the pattern of the chemical industry began to expand the market. 

Various industrial planners, working from their different 
viewpoints, have by now come to the conclusion that the con- 
ditions necessary to successful enterprise in petroleum chemicals 
have been created in this country also. The $reat oil com- 
panies themselves are by no means the only—indeed, they are 
not even the boldest—advocates. This is not so unnatural as 
it would appear ; by habit, the oil trader is mainly interested 
in procuring, handling and selling oil, and these functions offer 
sufficient employment for his energies and his capital. Naturally 
he likes to sell the whole product of his refineries, and to sell 
it profitably. But neither in bulk nor in value is the proportion 
of the oil which he might hope to use in the manufacture of 
chemicals of decisive importance: a few days’ production of 
crude oil would supply the world’s petroleum chemical industry 
fora year. While, therefore, the great oil companies have been 
ready to welcome fresh outlets into the chemical industry, and 
while much of their research has been directed to demonstrating 
the existence of those outlets, they have not been precipitate 
in committing themselves heavily to actual enterprise. They are 
not unhappy that the chemical industry itself should take the 
plunge. This is not a wholly unreasonable view, and the farther 
the petroleum product gets from its original form the more 
reasonable it appears. The actual projects now under construc- 
tion involve the orthodox petroleum industry, the chemical 
industry, and an enterprising group that stands in between the 
two. It is, however, from the chemical side that the largest 
of the new projects has come ; for the group of plants now 
being built by Imperial Chemical Industries at Wilton, near 
Billingham (at an estimated initial cost of £17 million) will 
be largely based on petroleum. The Wilton works will begin 
with plants to produce Perspex sheets and phenolic mouldings 
for the plastics industry, which are to be in production by the 
end of the year. Work will then be concentrated on a petroleum 
cracking plant, on which will be based the production of a wide 
range of organic chemicals. The other main section of the 
works will be an electrolytic caustic soda and chlorine plant, 
which may remove one of the main shortages which face the 
petroleum chemicals industry. The statement issued by Imperial 
Chemical Industries in April about the Wilton project is worth 
quoting :-— 

In the past twenty-five years the use of synthetic organic 
chemicals in everyday life has grown enormously. Examples 
are such substances as solvents for paints, cellulose lacquers for 
cars, saccharin, drugs such as aspirin and the sulphonamides, 
the anti-malarial “ Paludrine,”’ the raw materials for plastics, 
fibres such as nylon, and dyestuffs. There are three possible 
sources from which these organic chemicals can be made— 
vegetable products, coal and petroleum. The state of world 
economy, agricultural development and technical knowledge is 
such that petroleum, for the present at least, is the most versatile 
and attractive of these raw materials. 

The Wilton cracking plant (it was announced) would pro- 
duce simple hydrocarbon gases for conversion into more com- 
plicated liquid or solid products. From ethylene gas (for 


example) would come the important new plastic polythene. 
From another hydrocarbon gas, propylene, would come acetone 
for use both as a solvent for paint and as a material for the 
manufacture of Perspex. Both ethylene and propylene were 
important in the manufacture of new detergents which, if their 
Production could be speeded up, would help to relieve the fat 
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shortage. The plant will be complementary in many ways to 
its neighbour Billingham, where organic chemicals are already 
made from coal, coke and creosote ; tail gases from the Wilton 
plant, carried to Billingham by pipe-line under the Tees, will 
replace some of the coke at present used in vast quantities for 
the production of ammonia, methanol and petrol. The Billing- 
ham plant will, in fact, also become to a certain extent 
petroleum-based. 

The developments planned at Wilton and Billingham sug- 
gest, at first sight, an important shift in the organic chemical 
industry away from coal and towards petroleum as a basic raw 
material ; a survey of some of the other projects which are in 
the field confirms that impression. Synthetic soaps (detergents 
and wetting agents) formerly supplied largely by the coal-based 
organic chemical industry of Germany have for some years 
now been made by the Shell group at its Teepol plant at Stan- 
low. This is claimed to have been the first industrial venture 
in the United Kingdom into petroleum-based synthetic chemical 
production. The Teepol products are manufactured from the 
higher olefines produced by the cracking of vapourised 
petroleum wax. Synthetic washing agents are not merely sub- 
stitutes for soap ; they have properties of their own. But the 
world fat shortage must of necessity give them a special interest 
at present. With the expansion already in progress, their 
production at Stanlow will reach 50,000 tons a year. By the 
end of this year production will also have begun at the Shell 
chemical plant at Thornton, near Stanlow. This will supply 
the wax, at present imported, which is the raw material of the 
synthetic soap production. It will also produce a wide range 
of industrial solvents at present imported for the most. part 
from the United States. The lacquer, paint, plastics, photo- 
graphic film, rayon, cosmetics, pharmaceutical and oilseed 
industries are large users of these solvents. 


x 


Petroleum Chemicals, Ltd., the joint undertaking formed 
by Anglo-Iranian Oil Company and the Distillers Company, has 
acquired a site near the Anglo-Iranian refinery (itself to be 
largely expanded) at Grangemouth. This also will produce 
solvents and alcohols for industrial use. The chairman of 
Anglo-Iranian Oil stated in June that construction would begin 
at an early date, and drew attention to the saving in imports 
of petroleum-based chemicals which would result. 

The formation of a new and specialised undertaking in petro- 
leum chemistry, Styrene Co-Polymers, Ltd., was announced 
last month. This also is a joint undertaking. The petroleum 
partner is the Petrochemicals Group, which will shortly be 
producing monomeric styrene at the Catarole plant at 
Partington, near Manchester ; the other partner is the Lewis 
Berger paint group, which has for some years been seeking 
improved synthetic materials for paint manufacture. The Lewis 
Berger group holds patents for the co-polymerisation of styrene 
and oil which, industrially exploited, should partially replace 
the scarce natural materials (principally linseed oil and resin) 
which havé limited paint and varnish supplies in recent years. 
It is also claimed for these processes that they will produce 
paints and enamels which are in many respects superior to those 
made by the present processes. The Petrochemicals concern, 
on its side, will be able to supply pure monomeric styrene in 
quantity. 

The Catarole plant of Petrochemicals, Ltd., at Partington, 
which it is hoped to bring rartially into production this year 
and more fully in 1949, is the work of a group of technicians 
who have teen pursuing this aim for more than ten years—since 
a time, in fact, when the subject was still unfashionable. For 
their basic process, the Catarole process, much is claimed. Its 
main feature is that it produces aromatic and olefinic hydro- 
carbons simultaneously from a single charging stock. It should. 
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therefore, not only offer alternatives to certain of the coal tar 
aromatics at present in industrial use, but should also provide 
other chemicals of high industrial value which have not pre- 
viously been produced in this country on a commercial scale. 
Not only the paint and varnish industry but the dyestuffs, 
pharmaceutical, rayon, plastics, and rubber industries may be 
expected to benefit. The Petrochemicals undertaking has had 
difficulties from the rising cost of construction and from the 
material shortages (particularly of steel) which have held up new 
enterprises in the past two years ; and these difficulties have 
necessitated a recasting of its financial plans this year. Advan- 
tage has been taken of the delays to expand and improve the 
original design ; the estimated capacity of the plant now under 
construction is 75,000 tons a year. 

Less impressive in sheer bulk than the petroleum industry 
itself, the petroleum chemical industry has abundant technical 
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explored possibilities to which no end can yet be scen. For; 
organic chemistry there is, it seems, little that the chem) 
cannot do with petroleum derivatives as his starting mates 
Pure research can be relied upon to keep steadily ahead of Gg 
mercial application ; it is on the shrewdness and ingenuity, 
commercial application, together with the given conditiong , 
supply and marketing, that immediate progress must ‘tun, 
Among the objects to be kept steadily in view is the 
possible flexibility in the new plants. Flexibility is 

but it is expensive ; it may still be necessary if the needs of the 
chemical industry are to be fully—but not more than fully. 
served at all points. The present industrial ventures in pet. 
leum chemistry, entering as they do on a new field for British 
industry, are watched the more closely because of the — 
fields which their success may open up. 


Business Notes 


Marshall Dollars for Intra-European Trade 


It is now fairly certain that one of the results of Mr 
Hoffman’s talks in Paris last weekend with the Council of the 
Organisation for European Economic Co-operation will be the 
earmarking of ERP dollars to underpin a European payments 
scheme. Such a scheme has been under consideration for some 
time. Its need has, however, grown more urgent ever since the 
inadequacy of the multilateral monetary compensation agreement 
(for which the Bank of International Settlements acted as agent 
and which was confined to Benelux, Italy, France and the Bi-zone 
of Germany) became manifest. Under the present system of 
European bilateral agreements, intra-European trade has steadily 
declined. The limit to which the countries of Western Europe 
can extend credits to each other has been reached for all practical 
purposes. They are now at the point where no country is willing 
to export against payment in a currency that can be turned neither 
into the right kind of goods nor into the currency of a country 
that has the right kind of goods available. 


The prime object of the new payments plan, whatever the 
machinery used to put it into operation, must be to stimulate 
intra-European trade; that is, to remove the reluctance of 
countries with essential goods available (for example, Belgium 
with its steel or Norway with its ships) to sell to countries which 
can offer only their own inconvertible currencies in exchange. 
This reluctance will be overcome by what is virtually a US 
promise to buy such inconvertible currencies against payment in 
US dollars, and thus give the selling countries the wherewithal 
to obtain the goods that they require. 


The success of the scheme will depend upon the fulfilment of 
a number of basic conditions. First, the supply of dollars to be 
made available must be adequate for the purpose: that 1s to say, 
it must be big enough to allow European productive capacity to 
expand so as to lead to a reduction in the demand for goods from 
the Western Hemisphere. Secondly, the recipient countries must 
pursue financial and economic policies at home calculated to bring 
about the necessary redeployment of their resources. Fortun- 
ately, a number of countries have already initiated policies designed 
to combat inflation and to stimulate production. The receipt of 
Marshall aid in this new form must not be used as a pretext 
for backsliding. 

The American administrators of ECA have been puzzled, as 
was Mr Garner of the International Bank in his recent visit to 
Europe, by the fact that certain European countries have been 
asking the United States for goods that are already available in 
Europe itself. Hence the American emphasis on greater co-opera- 
tion between the countries of Western Europe. But this attitude 
tends to be a little too simpliste. Britain may well refuse to sell 
agricultural machinery to France against payment in inconvertible 
francs for the good and sufficient reason that it can put the steel 
involved to better use at home, either to earn or to save dollars. 
France may well prefer to husband its scarce hard currencies 
because the agricultural machinery may, under Marshall aid, be 
had for the mere This state of affairs if not due to a dose 
of original sin in the Western =F yeagpe countries ; it is a symptom 
of their dollar aetna: new payments plan can play its 
part in restoring economic ee by a judicious injection of 


dollars into Europe’s body economic. Whether it will suffi: 
to cure the disease is dependent upon the rigorous treatment p 
which those countries must continue to subject themselves, 


* * * 


Britain, America and Wheat 


President Truman has again asked Congress, now in special 
session, to ratify the International Wheat Agreement, which it 
had failed to do by the stipulated date, July ist. Owing tw this 
failure, Britain withdrew its acceptance, on the ground that 
Agreement would be unworkable if the United States, 
was to be responsible for 37 per cent of the total wheat exports 
covered by the scheme, were not, in fact, to participate imit 
The United States is now fairly well assured of a bumper gral 
harvest—1,250 million bushels of wheat and over 3,300 
bushels of maize—and under normal conditions farmers 
be fearing some fall in grain prices in the Autumn. The ts 
Government, however, has already guaranteed a minimum pfice 
of $2.00 a bushel for wheat to producers, while ECA grants wil 
no doubt help Western Europe to absorb a large part of e 
United States export surplus, A cynic might, therefore, as 
the President’s move to revive the wheat agreement with a 
to maintain external prices for wheat at the level already 
teed to the American farmer. 


It is not yet clear what action, if any, Congress will be - 
pared to take in response to the President’s request. But evenif 
America ratifies the Agreement, it cannot become operative uatil 
Britain rescinds its withdrawal. And if there were good 
ments for regarding the Agreement with reserve when it 
first published four months ago, there are even better reas 
for doing so now. The prices to be paid by importers for a 
ranged from a minimum of $1.50 a bushel to a maximum of 
a bushel; and this range was agreed to when wheat prices had 
lately been above $3.00. If negotiations were to be reopened 
next spring, the revised schedule of prices might well be 50 cents 
lower. The importance of such a reduction in wheat prices ® 
importing countries—already short of dollars—needs no emphasis 
This is perhaps the strongest argument against the revival of the 
present Agreement, quite apart from the technical fact that it did 
not provide for late ratification by exporting countries. . 


There is, however, a further consideration. Clause o of 
Article VI states that: 


. . the contracting Governments, while reserving to thet 
complete liberty of action in the determination and odeninismeae 
of their internal agricultural and price policies, undertake not 
operate those policies in such a way as to impede the free move 
of prices between the maximum price and the minimum 
respect of transactions in wheat into which the contracting 
ments are prepared to enter. 


In the light of the American guaranteed minimum pr 
$2.00 a bushel to domestic producers, this clause might have 
of two meanings. It might mean that bargaining must be : 
Governments and that where the agreed price is less than 92% 
a bushel, the US Government mes pay the difference 
farmers in the form of a subsidy. 








Or, it might imply that a 


a 





i ee ae ee ee fh a 


























THE ECONOMIST, July 31, 1948 


American system of guaranteed prices to farmers must be amen- 
ded to conform to the Agreement. An unequivocal interpretation 
of this clause seems to be necessary if the scheme is to work 
satisfactorily. Otherwise the US Government would be able to 
keep the world export price of wheat at its maximum. point of 
$2.00 a bushel and enjoy the best of both worlds—a high internal 
price and a high export price. Britain’s case on this score might 
be regarded as weakened by the fact that it is buying Canadian 
wheat under long-term contract at $2.00 a bushel. But this was 
already known when the Agreement was signed. Britain honoured 
its signature on July ast.. Now that this acceptance has been 
withdrawn, has it any obligation to countermand that decision? 


* * x 


Dearer Electricity in Winter 


In recommending higher charges for electricity in winter than 
in summer the Clow Committee has taken a courageous and 
logical line, but one that cannot be politically popular. Nor can 
it be popular with the electricity industry itself, which traditionally 
uses the tariff as an encouragement to the use of electricity, not 
as a deterrent. But (as the Clow Committee has conclusively 
found) no other way of inducing domestic and commercial con- 
sumers to relax peak demand at the worst time of the year could 
offer immediate results on a substantial scale without dispropor- 
tionate cost. This is not to say that high winter charges will solve 
the peak load problem ; clearly they will not do more than alleviate 
it. As the Committee recognises, they will increase charges at all 
times of the day and on every day during the period in which they 
operate, and not merely at times of peak load. The domestic:or 
commercial user will therefore be able to seck economy at the 
times and on the days most inconvenient to himself, and those 
umes are not likely to coincide with the peak load on the electricity 
system. In the coldest weather, when saving is most necessary, 
the deterrent effect of higher charges will be at its weakest. 


There are expedients to which this objection would not apply, 
and the Clow Committee considered them. The difficulty is that 
the promising ones require new equipment: maximum demand 
meters, time switches, central control switches. These are too 
costly, and the scale of production which they would requife 
would be too large, to justify them merely as short-term measures : 


Only if they contribute to the long-term economy of the industry 
can the various devices, with which we propose experiments, justify 
their extensive application. We believe that these experiments have 
considerable promise. 7 


The Committee does propose that trials should be carried out in 
districts where central control systems are already in existence. 


The trials should be concerned with the central contro] of water- - 


heaters ; differential tariffs for “firm” and “ non-firm” supplies ; 
ume-of-day tariffs for the larger domestic consumers; and the 
application of load limiters at peak times, on the lines of an 
experiment now proceeding in Paris. Research on apparatus with 
thermal storage characteristics is also suggested. These are all 
ways by which loads may be spread in the future, and in that 
they are important; but they can hardly affect the critical next 
two years. For the present purpose, something may be done 
by applying maximum demand tariffs (already used in industry) 
to large commercial consumers. But the main immediate measure 
is the higher winter rate. This, the Committee thinks—* if 
associated with vigorous publicity as to the reason for it ”—may 
make a significant contribution in spite of its drawbacks. It 
should be added that the contribution will only be significant 
if the new price differential is a substantial one. A half-measure 
will merely irritate the public without achieving its purpose. 


* * * 


Putting on the Brake in South Africa 


Dr de Kock, the Governor of the South African Reserve Bank, 
in his annual address last Wednesday was. brutally frank in his 
assessment of South Africa’s present economic plight. He attri- 
buted the growing deterioration in the Union’s terms of trade 
primarily to the fact that the price of its principal export, gold, 

remained practically unaltered since September, 1939, in terms 
of the currencies of the Union’s principal suppliers. On the other 
hand, the prices of goods suppl:ed to the Union had risen very 
considerably. The other causes he. recited were the abnormal 
import requirements arising out of the opening of the new gold- 
fields, the establishment of new industries and the expansion of 
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old ones. All these factors, as is now widely recognised, would 
long ago have placed an intolerable strain on. South Africa’s cur- 
rency reserves, but for the record capital influx (which Dr de Kock 
put at £180 million) from the rest of the sterling area. Now that 
the influx has stopped—indeed, capital is beginning to flow out— 
the dangers of the situation are more readily appreciated, 


According to Dr de Kock, there might be a substantial decline 
in imports from the dollar area and the ‘reimposition of import 
controls may be unavoidable if adequate relief is not obtained 
soon. He did not, however, appear to rate very high ‘the chances 
of obtaining such relief. He mentioned that the USA and Switzer- 
Jand had shown signs of growing interest in industrial and mining 
investment in the Union, and capital from these. sources might be 
attracted. But he thought it doubtful whether, owing to the 
growing scarcity of investible funds in America, capital in adequate 
amounts could be raised there to cover the Union’s expenditure 
in the dollar area during the next few years, unless that expendi- 
ture was much reduced. The Union’s deficit on current account 
with countries outside the sterling area (excluding the export of 
gold) exceeded the gold output by £40 million in 1947. In. the 
first half of 1948 the deficit continued..at an éven higher rate—at 
an average of over {5,000,000 monthly in. excess of the gold 
output.. The Union’s. reserves, which stood at £110 million last 
February, had declined to £88 million by July 16, 1948. 


The South African dilemma is that a solution of the present 
difficulties can come only from an increase in gold production. 
Little or nothing in this respect can, however, be expected from 
the old Rand Mines, and everything hinges upon the opening up 
of the OFS properties ; but rhat in turn requires enormous foreign 
investment, and, as Dr de Keck pointed out, there was a grow.ng 
shortage of capital all over the world, and the Union could, not 
expect to receive from overseas all the risk capital it could employ. 
Then. came words which must. fall unpleasantly on the ears.of 
investors whether in South Africa or in Britain; “ The obvious 
remedies for the: maladjustment of the Union’s. balance of pay- 
ments are to slow down the tempo of expansion.and to accept 2 
lower standard of living until capital expenditure.on mew mines 
and. industries is bearing fruit. . . . We shall have to rely 
more on our own capital resources and consume a smaller part 
of our national income. . . . Restrictive credit and fiscal policies 
may. have to be followed deliberately in order to reduce the 
volume of purchasing power in the Union.” 


* * * 


Wages Merry-go-round 


Although Sir Stafford Cripps can claim with justifica- 
tion that the White Paper on Personal Incomes has had. some 
stab:lising effect, there are mounting signs of trade union restless- 
ness and increasing pressure for new wage increases. The unions 
are particularly concerned about the rise in the index of retail 
prices, which is now To per cent above the level of June last year, 
though the increase since last Pebruary, which is more relevant 
to the issue, is much smaller. The TUC’s original acceptance of 
the White Paper policy was conditional upon the stabilisation of 
prices, and it will certainly be argued thet this premise has not 
been fulfilled. Thus the TUC finds itself in a somewhat em- 
barrassing. position, and it is uncertain whether, it will be able 
to resist the. pressure ofits members for release from its under- 
taking. No decision was reached at this week’s mecting of the 
General Council, but the issue is botind to be prominent at the 
Matgate conference in September. 


Wage claims are now pending in enginecring, railway transport, 
building and agriculture. The Minister of Labout has set up a 
court of enquiry into the engineers’ claim (a second court will 
have to deal with the shipbuilders). The terms of reference have 
been limited to the application itself, and the enquiry will not 
cover the wider issue of “anomalies” and profits as desired by 
the unions,‘ althoughrthese considerations are: bourid to arise. In 
Sir John Forster,, Mr-Isaacs has picked a chairman with know- 
ledze of industrial -negotiations and ability to master the complex:- 
ties.of engineering. wages. 

Railwaymen have declared their intention of pressing for 4 
further wage increase, to. supplement what they regard as a “ first 
instalment ” of 7s. 6d. granted last year.. Thesclaum:has not yet 
been presented, but the figure of 12s, 6d., which hasbeen men- 
tioned, would add another £20 million to the railway wages bill, 
and saddle the Transport Commission in its first year with véry 
much the same kind of problems as have. beset. the Coal Board. 
Building trade operatives at their annual conference resolved to 
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ask for an increase of 3d. an hour. Last year they received 3d. 
increase on condition that they accepted a scheme for payment by 
results. Agricultural workers have also a claim in preparation, 
and the miners are embarking on a new wages structure and 
adjustments to meet the cost of living, which threaten to add 
further to the industry’s wages bill. 


* * * 


Malayan Unrest and Rubber Supplies 


There is so far little concrete evidence that the disturbayices 
in Malaya are reducing rubber production. The latest figures 
relate to June; they show that output from estates (excluding 
Singapore) amounted to 33,246 tons compared with 33,294 tons 
in May and production by smallholders indeed showed a notable 
expansion from 16,313 tons in May to 27,348 tons in June. The 
high price for rubber—last week the London spot quotation 
achieved a postwar record at Is. 3\cd. a Ib., and this week 
it has been at around 1s. 2}d.—and the improved supplies of 
rice, which are helping to lower the cost of living, seem to have 
Offset the effect of terrorist outrages, and on some estates native 
workers are seeking the security of plantation buildings instead 
of returning home each day. There has been no significant 
exodus of labour or planters from those areas affected by terrorist 
activities, though that may be a risk for the future unless prompt 
measures are taken to restore the security of both estates and 
smallholders.- The greatest danger at present is interference in 
the transport of rubber from the producing areas. 


More stable conditions in Indonesia have encouraged some 
expansion of rubber production, though the total is still very small 
compared with prewar years. Estate production increased from 
3,685 tons in January to 7,335 tons in May; the total for the 
first five months of the year is 27,663 tons. Exports during the 
same period amounted to 88,503 tons, of which 27,636 tons went 
to Malaya, 27,290 tons to the United States, 15,998 tons to the 
Netherlands and 3,296 tons to the United Kingdom. If this 
rate of improvement can be maintained—and there are chances 
that it might even be increased—Indonesia may again become an 
important supplier of rubber in 1949. 
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The United States and Russia are both busy di 
strategic stocks. Secrecy naturally surrounds such 
but the firmness of rubber prices in recent months has bem 
due in no small measure to official American buying 
by sporadic Russian purchases, If international tension 
tinues, these purchases can be expected to increase. 
requirements of natural rubber are not known—even 
are no better than guesses—but the USSR has a large synthety 
rubber industry and has recently dismantled German plants fy 
reanshipment to Russia. Russian purchases are unlikely , 
approach the American in size. But even if, as reports 
they amount to 100,000 tons during the current year, they woyk 
entail the withdrawal of a significant quantity of natural rubby 
from normal industrial consumption. 


Coe. 


* *x * 


Cable and Wireless Under Nationalisation 


The first annual report of Cable and Wireless since it wa 
taken over by the state at the beginning of last year disclos: 
a decline in consolidated profits from £3,530,854 to £1,724, 
for 1947. This has naturally been seized upon as another pox 
advertisement for nationalisation. Yet im this case the repon 
presents a reasonable explanation for the inability of the cot 
to match its performance in 1946, the last year under rivax 
management. In the first place, direct comparison of the figure 
with 1946 is vitiated because a sum of £530,000 was credited ip 
1946 for message receipts attributable to previous years—a differ 
ence which goes a long way to explain the reduction of £857,1§2in 
message and other receipts in the past year. Revenue has also been 
lost through nationalisation of the Indian and South Africn 
interests by their respective governments. Total receipts have in 
creased in the Near and Far East and in South America, but har 
fallen in North America, Europe and the West Indies, with th 
result that total traffic shows a decrease of 3.3 per cent. The nmin 
decline in receipts is attributed to Government, press and soda 
traffic since there has been an increase of 5 per cent in commercial 
traffic. Reductions in operating rates have benefited users to tk 
extent of £176,000. 


It is too early to measure the effect of these reductions in sate 
on the prospective volume of traffic. On the long view, th 
policy of reducing rates is wise, and it is to the credit d 
Cable and Wireless that the temptation to increase charges ha 
been resisted. -On the other hand certain countries, particularly 
the United States, have increased their cable charges in the pa 
year ; from the narrow point of view of maximising Oversea 
revenue it may be that the policy of rate reduction adopted by 


~ Cable and Wireless has simply resulted in loss of revenue without 


the certainty of long-term advantages. Since receipts from 
commercial traffic have increased there might have been som 
argument for charging what the traffic would bear now, am 
keeping the competitive weapon of rate reductions for a later da. 


That, however, is a commercial calculation which only Cab 
and Wireless can make. Meanwhile, the group has suffered, like 
industry generally, from increasing prices, shortages of mateti 
and demands for higher wages. It has also exhibited the usu 
propensity of state-run concerns to increase their staffs 
those required under private enterprise. Increased staff remunelr 
tion was responsible for £290,000 out of the £430,292 ietea® 
in the working expenses at stations. Only part of this, 
required for wage adjustments, for staffs were increased by 
in 1947, following an increase of 600 in 1946. While some pat 
of the increased labour costs might have been avoided—thoug 
extensive regrading of staff has been accepted by the new manage 
ment as being inescapable—there has been no escape from msint 
costs of replacements and capital extensions nor from the obligt 
tion to make up the leeway in repairs and renewals arising ftom 
the war. An increased allocation amounting to £98,967 hs 
been made from revenue for cable maintenance while £450,0% 
has been provided for depreciation of cables and ships. Hert 
again the company has suffered, like industry at large, from 
consequences of rising*costs. There are, then, cogent 
for th: fall in profits shown in the first report of Cable and W 
less under national ownership. The report only lifts a 
of the curtain on an undertaking which has 12,600 empl 
the majority of which are overseas—operating 155,000 , 
miles of submarine cables and 150 wireless circuits. Much 
is taken up with a review of the financial results, which are clearly 
set out in the consolidated accounts. It ends with a provesia 
that “the public interest demands the most rapid possible 
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In 1914... 


On the eve of the first World War, when the lanes of England 
were already resounding with the tramp of marching men, the 
Bank of Liverpool, now Martins Bank Ltd., took one of the 
most important steps in its steady progress by the acquisition 
ef the North-Eastern Banking Company, whose activities 
covered the counties of Northumberland, Durham and 
adjoining districts. 





In the conflict which followed and in the more recent war, 
this great industrial territory rendered 
vital service and is to-day playing its full 






part in the battle for economic recovery. 


MARTINS BANK 


LIVERPOOL LONDON & 600 BRANCHES 








An attractive legend still circulates in Nigeria concerning the foundation 
ef Kano. The story goes that a mighty hunter of the early days named 
Berbushay put the seal on his fame by killing an elephant with his spear 
and then carrying the carcase many miles upon his head. On the spot where 
he finally laid down his notable burden the city of Kano was founded 
to commemorate the achievement. 

So runs the legend. Whatever the truth may be about the foundation of 
Kano it is beyond dispute that it has existed for centuries as a trading 
centre and port of call on the great caravan routes. Ancient industries, 
including the preparation of “Morocco” leather, still survive in the locality 
although today the prosperity of Kano depends far more upon its position 
as the recognised centre of the Nigerian ground nut industry. Full and 
up-to-date information from our branches in Nigeria on the industries 
of the Colony and the present trend of local markets is readily obtainable 
on request. 


BARCLAYS BANK 
(DOMINION, COLONIAL AND OVERSEAS) 


HEAD OFFICE: $4 LOMBARD STREET, LONDON, E.C.3 
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\ of Commerce ~~ 


The network of branches operated by the 


NATIONAL BANK OF INDIA LIMITED 
covers INDIA, PAKISTAN, CEYLON, BURMA, KENYA, 
UGANDA, TANGANYIKA, ZANZIBAR and ADEN 


With this geographical distribution the National Bank of India Ltd. 
is particularly well placed to provide market information and a full 
cange of banking facilities for all those interested in trade or industrial 
development in these territories. Enquiries are welcomed at the 
Head Office of the Bank at the address given below. 


Bankers to the Government in Aden, Kenya Colony, Zanzibar and Uganda. 
HEAD OFFICE: 26, Bishopsgate, London, E.C.2. 
General Manager: T. T. K. Allan. Deputy General Manager : N: W. Chisholm. 


Lendon Manager: W. Kerr. 
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tion, modernisation and extension of the service, consistent with 
its maintenance on a sound commercial basis.” This rotund 
declaration might usefully be accompanied in future years with a 
more detailed account of the company’s technical work and plans. 


* * * 


Wool Prices and Bulk Purchase 


The last wool sale of the season closed in London last week 
and prices generally declined. Merino prices fell between 2} per 
cent and 17} per cent—those of inferior style and containing 
more impurities being affected most. Medium crossbreds, 
on the other hand, were only 5 per cent down. The most 
interesting feature of the sale was the disparity between combing 
and clothing wools. While combing wools used by the worsted 
section of the industry became cheaper, clothing wools used for 
woollen manufactures (particularly blankets) remained firm, and 
were sometimes dearer. Yet both the home and overseas markets 
have a distinct preference for worsteds. Perhaps the chief reason 
for this disparity is that prices for clothing wools were already 
at relatively lower levels, since the break in prices last March. 
The present movement is tending to restore the prewar price 
margins between clothing and combing wools, but there is still 
a wide gap between them. 

The weakness of prices in the last London sales was basically 
due to technical factors. In June, Czechoslovakia, Poland and 
Russia seemed determined to buy finer wools at any cost, and 
at times were bidding actively against one another. Bulk buying 
is certainly a boon to the seller, as the Joint Organisation now 
knows. These countries, however, were virtually absent from the 
London sales and Bradford buyers were not willing to bid so 
high. Secondly, all the wool offered came from the Joint Organi- 
sation’s stock and a large proportion of it was “ burry ”"—that is, 
containing impurities—which home buyers would take only at 
lower prices, since it entails extra care in converting to high- 
grade cloth. 

If European buying, particularly from countries other than the 
“ Marshall Sixteen,” follows the same pattern next season, wool 
prices are likely to fluctuate according to whether the Russians 
and their protegés are in or out of the market. Bulk parchase, 
whether operated by Poles, Russians or Britons, apparently 
suffers from the same defects for a buyer in seller’s market. In 
the case of wool, the Joint Organisation has been able to dispose 
of more of its accumulated stocks at a satisfactory price. But the 
more astute Bradford buyers have been able to cover their 
requirements at lower prices by timing their buying to 
coincide with the absence of foreign competition. 


* * « 
Dearer Nickel 


Because the world supply of nickel is largely controlled by a 
single concern, it is not surprising that amy rise in nickel prices 
should be regarded with close attention. The International Nickel 
Company recently raised the British price of nickel from {£190 a 
ton to £224 and the US price from 333 cents a Ib. to 44 cents. 
Nickel production costs are not published—they are, indeed, 
impossible to separate from the costs of mining copper, which is 
a joint product with nickel—and it is therefore impossible to 
measure the increase in nickel prices against costs. But it must 
be emphasised that this is the first increase in nickel prices since 
1939, and, judging from mining costs for other metals, average 
production costs have conceivably doubled since then. If, then, 
it was true that nickel prices were “too high” before the war— 
as some critics used to claim—they are certainly less so now. 

The new price increase amounts te 20 per cent. The policy 
of the International Nickel Company has been to keep its prices 
stable over long periods in order to help nickel users and to 
encourage increased consumption. The present price increase, 
which is stated to be “the lowest possible limit,” suggests that 
the company is pursuing the same policy, so far as it is able 
to do so within a framework of rising costs. During the war, 
world consumption of nickel expanded and reached a peak of 
160,000 tons compared with under 120,000 tons in 1937. And 
despite the subsequent decline, it recovered sufficiently last year 
to achieve a new peace-time record of about 135,000 tons. It is 
highly probable that during the current year, world production will 
have to expand to meet this increased demand from industry, as 
already a large part of the stocks, which accumulated when hostili- 
ties ceased, have been absorbed, 

The International Nickel Company of Canada started some years 
ago to mine a higher proportion of low-grade ore, and this policy 
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is to be intensified by developing the new low-grade ore 
found at considerable depth in the Sudbury basin in 
This policy will, of course, tend to increase production 
it appears that these costs have been taken into consideration jp 
fixing the new prices. It follows, therefore, that these prices ay 
likely to remain effective for some time to come. Knowg ; 
resources in the world are limited, and a policy of ore gp. 
servation is impossible to criticise on broad economic 

so long as the company adhere’ to its policy of relatively stay 
prices by following and not anticipating the rising trend of coy 






* x * 


Commons and Gas Compensation 


The Commons on Monday rejected the recent Lords amend. 
ment which sought to change the basis of compensation for 
stocks from Stock Exchange valuation to reasonably maintainah) 
annual income multiplied by an appropriate number of yeary 
purchase, The amendment was itself something of a gesture gf 
despair, which the Government was committed to resist. By 
the Lords certainly had the best of the argument. Last Monday, 
Government spokesmen did little more than to’ repeat earlier 
arguments in support of using Stock Exchange prices for com. 
pensation. This was the method for transport and electricity; 
why change it for gas? The Opposition—in company wih 
numerous independent critics—has consistently argued that, apan 
from questions of principle whether Stock Exchange prices shoul 
be used for compensation purposes at all, there are particule 
reasons which make them open to objection in the case of gm 
The bulk of the gas undertakings in the country are not quote 
on the stock exchanges; the market in quoted gas shares j 
narrow ; prices undervalue the considerable hidden reserves ¢ 
some undertakings ; and to value unquoted stock is unlikely tok 
any speedier than to calculate net maintainable revenue. But in 
the discussion on the same point in the House of Lords on Wed 
nesday, the Government accepted the principle of compensation 
by reference to net maintainable revenue for those stocks which, 
though quoted, had not been dealt in for a period of six month 
before the dates specified in the Bill. 

The Government accepted a number of Lords’ amendments 
a technical nature. But the Lords’ proposal that one worker 
should be elected to each Area Board was turned down in favour 
of appointing the workers’ representatives. This proposd 
perhaps contained as much provocation as principle—it is an odd 
echo of the demands of some trades union members for a direct 
voice in the management of nationalised industries—and it i 
better disposed of without examining the arguments of either 
side too closely. 


® *« x 
Mexico Devalues 


The course of industrialisation, to which so many Latin 
American countries are committed, is not running smooth. Exc 
sive imports of capital equipment of all kinds are leading to te 
rapid exhaustion of the substantial wartime accumulations @ 
gold and US dollars. The latest country to hoist distress signal 
is Mexico, which is abandoning the exchange rate of 4.85-4 
pesos per US dollar. That rate has been held since 1941, } 
the loss of currency reserves, aggravated in part by a flight d 
capital, has assumed such serious proportions that drastic action 
was inevitable. The Government was also, no doubt, moved © 
this step by the requirement of Mexican law that the current? 
must be backed by a reserve of 25 per cent of gold, or its dollar 
equivalent. The margin would now seein perilously narrow. 
new rate for the peso has not yet been announced, and consul 
tions to this end are being held with the Inrernational Ma 
Fund. Unofficially, dealings have been taking place in New ¥ 
on a rather restricted scale between 6 and 6.50 pesos per dollat. 
This rate, if officially adopted, would be eqfiivalent to a devali 
tion of around 25 per cent, and would therefore require it 
consent of the Fund in accordance with Article IV (5) of a 
Bretton Woods’ Agreement. Reports have not been lacking thit 
the delay in announcing the new parity arises from the difficulty 
of persuading the Fund that a devaluation of this magnitude # 
inevitable. = 

The deterioration in Mexican foreign trade since the wat is 
shown in the following table: 


(Mn Pesos) r 

Imports. Exports Visible Deficit 
DOMB ese vcW ib ever ce 1,603 1,236 367 
Beeb bE. eSPRAL. A 2,637 1,544 1093 


ROE in ciicsitiimcinisi ini 3,208 1970... 1,238-— 
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In an attempt to halt the loss of exchange, Mexican tariffs were 
raised sharply last year, and import licensing was introduced. 
The results are reflected in the present year’s foreign trade figures : 
for the first § months, the adverse balance was only 100 million 
pesos, against 760 million pesos for the corresponding period of 
the previous year. The restrictions were aimed chiefly at excluding 
a large variety of consumer goods, but the main cause of the 
trade deficit has undoubtedly been the import of a vast volume 
of capital equipment needed for the programme of modernising 
industry and agriculture. The resultant running down of gold 
and dollar reserves (from $380 million in August, 1945, to $120 
million in February this year), has been aggravated by the facili- 
ties provided by the Mexican Central Bank for the purchase of 
gold coin. Mexicans, no doubt with a weather-eye on the threat 
which the growing wade deficit represented to the stability of 
the currency, have been taking refuge in gold benevolently pro- 
vided by the Central Bank. That institution’s gold holdings in 
December, 1946, were US $180 million ; in February, 1948, they 
were down to US $86 million. Although there has been some 
official talk of this gold pane hidden reserve, the emphasis 
would appear to be more on “hidden” than on “ reserve.” 


* * * 
Imperial Tobacco Interim 


The maintenance of the interim dividend of Imperial 
Tobacco at the previous rate of 13} per cent has been interpreted 
in some quarters as evidence that the company’s earnings will 
be sufficient to pay the same final dividend as last year. This 
assumption is, Of course, hopeful anticipation. The best that 
can be said of the latest interim dividend is that it is in line with 
wadition. For many years up to 1946 an interim of 7} per 
cent free of tax was paid and in 1947 the interim of 13} per cent 
gross was the nearest equivalent, to half a point, of 74 per cent 
free of tax. Until 1947, the interim had been regularly followed 
by a final dividend of 74 per cent free of tax plus a bonus which 
varied from to per cent free of tax paid in 1938 to 2} per cent 
free of tax in 1941-45 and 4.25 per cent free of tax in 1946. In 
1947 the interim of 13.5 per cent gross was followed by a final 
wf 19.5 per cent gross, which is equivalent to 10.7 per cent free 
of tax. Clearly, there has been little uniformity in the total 
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rate of the final dividend plus bonus paid in recent years. Thus 
any felief occasioned by this week’s announcement. must be 
tempered by censideration of the trend of consumption and the 
level of leaf stocks. The recent reduction of one-sixth in the 
permitted rate of withdrawal of tobacco from bond provides 
further evidence of official policy to reduce consymption; the 
laying off of staffs in certain factories shows that this measure 
has had its effect. While the level of leaf stocks is sufficient to 
maintain consumption at the present rate until the beginning of 
1950, the reduction in overseas purchases has now had time to 
make its imprint on the import figures. In the first six months 
of this year imports of tobacco from the United States were less 
than one-third of the level for the corresponding period of 1947 
and imports from Canada have been halved. Only a small part 
of the fall in supplies of dollar tobacco is being made up from 
Empire sources. Although the quantity of tobacco imported from 
Southern Rhodesia for the first six months of this year was: ‘five 
times the quantity for the first half of 1947, it still represented 
only 16 per cent of total imports’ which were themselves 
reduced by 54 per cent in the first half of 1948. It is not yet 
clear how far this reduction in total imports will be °tempered 
by ECA supplies. Until that is known it would be premarure to 
anticipate the decision of the directors of Imperial Tobacco about 
the final dividend. 


* * * 


Representing the Coal User 


In the conduct of a nationalised industry, besides the State 
and the productive worker, a third group is concerned: the user 
of the product, whose direct interest is not always identical with 
the first two. The consumer’s right to take an interest in the 
coal industry was recognised by the Coal Industry Nationalisat:on 
Act, which set up an Industria) Coal Consumers’.Council and a 
Domestic Coal Consumers’ Council. Little has.so far. been heard 
of either body ; they have, indeed, appeared to avoid publicity, 
and have taken the view that their deliberations should. be con- 
ducted in private. Their first annual reports, published last week, 
show the constitutional difficulty of making the consumer’s voice 
heard. Both councils show an enlightened and entirely. praise- 
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worthy understanding for the Government position and the trade 
union position: the Government must maintain restrictions, the 
trade unions legitimately desire to improve the workers’ lot. But 
these points of view are adequately represented already. As to 
the consumer, neither report goes much beyond expressing dis- 
appointment that he has not had better luck. 


Sir Ernest Smith’s report for the Industrial Coal Consumers’ 
Council puts the matter neatly: 


From the outset we took the view that the effectiveness of the 
Council would depend on the establishment of frank relations with 
the Board. . .. We conceive it to be our duty to serve the consumer 
interest, not merely by dealing impartially with such complaints 
as may from time to time be made to us, but by supporting the 
Board in their efforts to give improved service in every direction. 


Nobody can object to these sentiments, but a consumers’ council 
might well have taken the view that its relations with the Board 
were only the second condition of its effectiveness ; the first should 
be the authority and strength with which it represents the user’s 
point of view. A consumers’ council might be forgiven for feeling 
that improved service “in every direction” simultaneously was 
too much to hope, and might limit itself to getting improved 
service for the consumer. It is not reassuring that the Industrial 
Coal Consumers’ Council “have not yet been called upon to deal 
with any specific complaints,” although (as the Council recognises) 
“this does not imply general satisfaction with either the quality or 
the price of coal now supplied.” 


For the Domestic Coal Consumers’ Council the problem of 
keeping in touch with the consumer whose problems it is designed 
to represent must be even more difficult. But its seport clearly 
discourages consumers from addressing complaints to the Council ; 
they are to go on addressing their complaints to the retailer and 
follow them up with the Local Fuel Overseer. The Council will 
deal with individual complaints “only if there is evidence of 
unfair discrimination or if any question of principle is involved.” 
The consumer’s most important complaint relates not to dis- 
crimination or to questions of principle, but (as the Council 
recognises) to the quality and price of coal and coke. No one 
would suggest that these Councils themselves can meet it. But 
the question of giving adequate expression to the consumer’s 
interest still remains to be solved. 


* * x 


Japanese Trade in Sterling 


Britain has won its point in the payments negotiations with 
the Supreme Commander for Allied Powers in Tokyo regarding 
the sterling payment for Japanese textiles. Under the general 
payments arrangements, Japanese cotton textiles were offered to 
the sterling area against payment of §0 per cent in dollars and 
50 per cent in sterling, apart from 100 million yards of port stocks 
which were recently offered for sale against sterling. Japanese 
cotton manufactures are made from American Cotton which was 
purchased for dollars, and to recoup this expenditure SCAP 
originally decided to sell the finished textiles for dollars. After 
discussion, the compromise of half-dollar and half-sterling pay- 
ment was reached, but during subsequent trade talks SCAP 
admitted the British request, and cotton textiles were offered for 
full payment in sterling, like other Japanese exports, Representa- 
tives a the United Kingdom, Australia, New Zealand, and South 
Africa and the British colonies emphasised that if Japanese textiles 
could be bought for sterling, large purchases would be made. Thus 
Japan would expand its export trade and would also be able to 
buy larger quantities of goods from the sterling area. 


Japanese trade with the sterling area is now operating under 
payments arrangements similar to those which govern German 
trade. Goods can be purchased with ‘sterling up to the limit of 
SCAP’s sterling requirements, and any surplus either way is 
convertible in dollars. The size of Japan’s sterling requirements 
is not yet known, but there should be ample scope for expanding 
its imports from the sterling area, particularly of raw materials. 
Discussions are also taking place on the possibility .of a sterling 
loan to Japan, for which the United Kingdom would be respon- 
sible. This loan would be additional to any credits granted by the 
Dominions, such as the recent Australian credit for wool. How 
such a loan would fit in with the new bilateral arrangements has 
not been disclosed, but it would obviously enable Japan to import 
more from the sterling area than the sterling area could import 
from Japan without resorting to dollar expenditure. 


Negotiations are also proceeding on a general Japan-Sterling 
Atea trade plan in which, presumably, both the payments agree- 
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ment and the loan would be dovetailed. The list of goods which 
each side is prepared to buy suggests no lack of opportunity for 
an expansion in the volume of trade, Japan wants salt, iron om 
crude rubber, wool, tin, sago flour, coconut oil and’ industry 
chemicals, The sterling area, on the other hand, is willing 

purchase cotton textiles, raw silk, dried fruits, machinery, bi ¥ 
paper, pottery, glassware and drugs. Like Germany, Japan has 
much to live down politically, but again, like Germany, it OCCUPieg 
a pivotal position in the recovery of world trade. 


* * * 


West African Gold Export Duty 


The Gold Coast Government has now published its Proposals 
for the substitution of a sliding scale tax for the existing 
duty which was a flat rate of 17s. 5}d. on all gold exported from 
the colony. The proposals are now to be considered by the repre. 
sentatives of the West African gold industry in London pre 
to being introduced as a Bill ip the September session of the 
Gold Coast Legislative Council. The new tax is framed to assist 
the low-grade producing mines, and is graded in accordance with 
the ratio of profits to revenue. The following table illus. 
trates the benefits which may accrue to low-grade producers: — 


I II Ill 
Rates of Profit Net Ettective Rate of Proposed 
computed in Rate of Present Gold 
_ accordance Gold Export Duty Duty 
with Section 8 to per : per 
Gross Proceeds Fine Ounce Fine Ounce 
Per cent, ie. s. d. 
0 4 4-4 Nil 
5 > 7-9 Nil 
10 6 11-5 Nil 
15 8 2-9 . 2 
20 9 °6 3 9 
25 10 9-6 8 9 
30 12 1:2 13 9 
35 13 36 16 3 
40 14. 7-2 17 6 
45 16 0 ig 9 
50 17 2-4 20 0 


The rate of profit in column I is to be determined by section? 
(1) of the Bill, which provides that, subject to certain provises, 
“ the rate of duty shall be that set forth in the schedule where xis 
equal to the ratio expressed as a percentage which the profit for 
the basis year ended next before the period during which the gold 
was won, bears to the gross value of all gold won during that 
basis year.” It is also proposed to enable mines to allow for past 
losses in calculating their liability for taxation. The proposals ar 
broadly in line with the formula used for assessing taxation on 
South African gold outpat. 


* *x * 


Cotton Futures Market in Alexandria 


The reopening of the Alexandrian cotton futures market 
has been fixed for September ist. The new basis for contracts 
will be Karnak for long Staple cotton and Ashmouni for medium 
staple—the prewar varieties, Sakel and Giza 7, have beta 
suppressed. Fundamentally, there is little difference between the 
new market and its prewar counterpart, Stricter rules have been 
drawn pp 0 .prevent outside speculation and the Egypti 
Governiment is appointing three additional members to the Co 
mittee of 12 to see that the regulations are enforced. The mail 
difference, however, is the nationality bar. Although prewaf 
members retain their place in the market irrespective of nationali 
all new entrants must be Egyptians. Moreover, one half of t 
staff of any agency operating in the market must be Egyptian afd 
this proportion is to be raised to three-quarters within two yeas 
Price changes will be limited to 3 per cent of the last closifg 
quotation and each contract will require a 10 per cent margit. | 


After the closing of the Liverpool futures’ market, Alexandria 
may well assume world importance, particularly if its operations 
are not hampered by currency restrictions. Before the war, it wa 
of a more local character, and if it is to fill part of the gap left 
by the closing of the Liverpool exchange, it will first have ® 
prove itself in the eyes of the world cotton trade. And it remaifis 
to be seen. what-effect the enforcement of regulations to resttict 
speculation will have on its operations. Again, the 
Government owns half of the available supply of long staple 
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Stepben Hales, ree of Fodelngcon't9 
Middlesex, made the im- 


portant discovery that plants absorb part of their food 
from the air. Hales invented artificial ventilators and 
numerous other mechanical contrivances as well as 
studying animal and plant physiology. From this, he 
turned his attention to chemistry, and in his principal 
book, “Vegetable Staticks.”, published in 1727, he 
stressed the importance of accurate weighing and 
measuring in chemical operations. Unfortunately, his 
quickness to see the need for accurate measurement 
restricted his vision in other directions. Having observed 
that plants breathe in large quantities of air, he concluded 
that this air could be recovered, and proceeded to distil, 
in a gun barrel, a great number of miscellaneous substances 
including tallow, hog’s blood, peas, oyster shells, tobacco, 
a fallow deer’s horn, ‘camphor, beeswax and honey. 

He collected the gases he 
obtained and made accurate calculations to show the 
proportion they bore by weight to the original substances. 
There is no doubt that Hales umvittingly prepared crude 
samples of many important chemicals, but he was so 
engrossed in weighing and measuring, at the expense of 
accurately observing the substances under experiment, 
that he failed entirely to appreciate 
the significance of much of his own 
work. He dismissed the various gases 
he had prepared as “ air”. He died 
in 1761, and was honoured by being 
buried in Westminster Abbey. 
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STOPPED—FOR REPAIRS 


‘| Water can be a major nuisance to industry for it 

may cause scale deposits or corrosion which reduce 
efficiency in heating and cooling systems or block 
the main supply. 
The introduction of minute quantities of ‘ Calgon’ 
(sodium metaphosphate) into industrial water 
systems is now a recognised way of preventing scale 
formation, corrosion, and the troubles which follow 
in their wake. 


ALBRIGHT & Wilson 


CALGON, MICROMET= 


TBW TRADE NAMES FOR SODIUM METAPHOSPHATE 





EXPORT POWER. To pay for her food and raw materials from abroad 
Britain must export manufactured goods. Electrical machinery and 
equipment stand high on the list of exports and grow steadily in 
volume and importance. The English Electric Company is one of 
the largest British makers of electrical and associated equipment for 
power generation, transmission, and utilisation, and has a world-wide 
organisation for carrying out projects of any magnitude. 


THE ENGLISH ELECTRIC COMPANY 


ez oe = 9 
A power behind Britain’s drive 
The English Electric Co., Ltd. Works at: Stafford, Preston, Rugby, {f 
Bradford, Liverpool. : . 
Registered Office: Queens House, Kingsway, London, W.C.2. 
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cotton, including the new crop, and its dealings may have some 
repercussions on the market. 

‘The present area under cotton in Egypt is officially estimated 
at | acres compared with 1,302,000 acres. a year azo. 
ate the scarcity of fertilisers and rather serious damage by 
the cotton worm, this season’s output is expected to yield between 
650 and 700 million Ib. against 604 million Ib. a year ago. This 
is a sizeable increase. But stocks at the end of the current season 
are estimated to be some 225 million Ib. smailer than a year ago. 
Thus total available ies for the coming secsom may be re- 
duced by 150 million Ib. No official details have been pub- 
lished about the area planted to the different varieties. bui reports 
from Cairo suggest that long-staple cotton may account for 25 
per cent of the crop compared with 23 per cent last year. ‘The 
future trend of Egyptian cotton prices will depend, however, as 
much on the Egyptian Government barter deals as on total 
supplies. Another important factor will be the Government's 
loan policy to cotton-growers. If, as happened last season, 
inadequate credit facilities are provided, a larger proportion of the 
crop will be marketed in the opening months of the season. 


* 7 * 


New Union 

The efforts of the judicial managers of New Union Gold- 
fields to obtain relief from their responsibilities reached a further 
stage this week. At the meeting of thé company in Johannesburg 
on July 29th they were to submit a report suggesting that 
the management had served its purpose and should be replaced 
by a properly constituted new Board of Directors representing 
boih creditors and shareholders.. No copy of this report has yet 
reached London, but it is stated to include recommendations for a 
scheme of reconstruction. 

At this distance and at this early stage in the work of the judicial 
managers it seems premature to interrupt the extensive inquiries 
they are undertaking. From the outset, these tasks were fully 
expected to be proiracted and painful. It is perhaps natural that 
there may be less inclination in Johannesburg than in London 
to pursue the investigation of the inter-group tramsactions of 
those formerly responsible for the company to their starting point, 
bur nothing short of. this inquisy will erase the memory of the 
affair, at least in London. Meanwhile 4,000 out of 7,000 British 
shareholders in the company have rallied to the support of the 
committee formed in London to look after their interests. Their 
shareholdings represent more than 26 per cent of the total 
share capital. It is satisfactory that this committee is now to be 
represented in Johannesburg. The preliminary examination of 
allegations of theft and fraud against the former managers which 
began some months ago is proceeding slowly and has now been 
adjourned until August 4th. The have so far intro- 
duced little new evidence about the specific charges, and at this 
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rate of progress many months may clapse before the POstera, 
activities of the accused are fully examined bythe Court ~ 


* * om 


Cost of Higher Management 


A Business Note under this title in last week’s issue of Th 
Economist discussed the lem-of measuring directors’ emgh. 
ments for use as a yan to the cost and efficiency of 
ment. The Note s no final answer to this problem. By 
it did show ’ thar the absolute rotal of directory’ m 
muneration amd the average remuncration per head were ny 
reliable measures of the cost of higher management, and that q 
better answer might lie in expressing the cost of directors’ emoly. 
ments as @ proportion of the assets of the group for which they 
were responsible or its gross profits.. Unfortunately, in demo. 
strating the unreliability of measuring the costs of higher manage. 
ment per head of the board, an error appeared in the figure x. 
lating to the Dunlop Rubber Company. The total of directory 
emoluments given for this company was sect down at £3094 
It should be made quite clear that this total relates to the directow 
emoluments of the whole group, including subsidiary Companiés 
The figures for the directors of the Dunlop Rubber 
alone mM 1947 were £119,251, and the average per head—for wha 
that calculation is worth in the context of last week's Note—wa 
accordingly rather under £12,000, and not £31,000. It should kk 
pointed out that the last two columns.of the table, on whid 
attention was focused in the discussion, are nor affected by this 
correction, since they relate the cost of directorial services for 
the whole group to its assets and profits. Figures for the othe 
companies in the table appear, broadly speaking, to be free from 
such distortion, though the average costs per head of the Leger 
group of directors may be smaller than the table suggested. I} 
may also be somewhat austere to load the cost of pensions to past 
directors on the individual shoulders of the present boards, a 
was done in last week’s calculations ; but clearly these charges de 
represent part of the total cost of the function of managefiien, 
and should be taken into account in measuring its results, “ 


Shorter Note 


The Ministry of Food concluded a second seven year contrat 
with New Zealand this week. The new one covers lamb, mutton, 
veal, beef and pigmeat. Like the dairy produce contract, it 
will run until 1955 except for pigmeat which will run only. 
to 1952. The contract also provides for annual price reviews Wi 
a maximum variation each year of 7} per cent. Britaim 
guaranteed New Zealand’s exportable surplus and the New Zee 
land Government has agreed to take definite measures to increas 
its agricultural production, No deiails of the new meat price 
have been published, but they are believed to be higher thm 
last season’s. Contract negotiations are also proceeding with 
Australian representatives for dairy produce and meat. 
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ROLLS-ROYCE LIMITED 


A SUCCESSFUL YEAR 
NEED FOR FURTHER WORKING CAPITAL 
MR E. C. ERIC SMITH ON EXPANSION IN OVERSEAS BUSINESS 


The forty-first annual general meeting of 
Rolls-Royce, Ltd., was held on the 21st 
jnstant at the Midland Hotel, Derby, Mr 
FE. C. Eric Smith, M.C. (chairman of the 
company) presiding. 

The Secretary (Mr R. B. Wilson) read the 
notice convening the meeting and the report 
of the auditors. 

The following is the Chairman’s statement 
which had been circulated with the report 
and accounts for the year ended Decem- 
ber 31, 1947, and was taken as read:— 

The accounts for the year ended December 
3], 1947, are presented in the form demanded 
by the new Companies Act, and include 
consolidated accounts which incorporate the 
figures of subsidiary companies. The method 
of presentation of the company’s balance- 
sheet shows no substantial changes although 
the figures reveal the need for further work- 
ing capital. It will be remembered that last 
year the Board foresaw this situation when 
it recommended an increasee in the nominal 
capital, 


BALANCE SHEET ITEMS 


An overdraft of £692,395 and the absorp- 
tion of last vear’s cash balance and tax reserve 
certificates have provided £1,280,000, which 
has been used to provide further working 
capital for the subsidiary and associated com- 
panies, to reduce obligations to creditors, and 
to finance increased debtors. The Board 
does not, however, consider that conditions 
are yet sufficiently stable for arrangements 
to be made to give this additional finance a 
more permanent form. The increase in 
debtors reflects the widening field of. the 
company's sales activities, which brings in its 
train increased responsibilities in the matter 
of credit facilities. 

Stocks and work in progress have increased 
but are offset by increased progress payments. 
Our obligations to creditors are now shown 
separately from taxation liabilities and are 
substantially reduced. The excess of current 
assets over current liabilities remains sub- 
stantially the same as last year at approxi- 
mately £2,000,000. Under the heading of 
deferred liabilities we now group provision 
for all liabilities which are known to exist, 
but which are difficult of exact ascertainment. 
The increase during the year is attributable 
to further amounts provided for work under 
guarantee on the increased number of our 
products now in service. 


AVAILABLE PROFIT 


The profit and loss account appears in a 
new form and reveals a net available profit 
for 1947 of £590,578, which compares with 
the corresponding figure of £671,191 for 1946. 
It shouid be borne in mind that non-produc- 
twe expenditure amounting to £171,505, in- 
curred during the fuel crisis, has been charged 
against a reserve specifically provided last 
year. In the absence of this provision, the 
profits for this year would have been corre- 
spondingly less. 

he peculiar incidence of the various forms 
of taxation results in a heavier liability for 
1947 than for 1946 when the company was 
helped by a refund of E.P.T. Your direc- 
tors recommend the payment of a dividend 

per cent. and a transfer of £150,000 to 
general reserve, £8,891 from the profits of 
the year and £141,109 from reserves no 
required, 


CONSOLIDATED ACCOUNTS 


a i : 
the consolidated accounts include the 
Sures of our various subsidiary companies. 


of which only Bentley Motors (1931), Ltd., 
Park Ward and Co., Ltd., and Rolls-Royce, 
Montreal, Ltd., have actively traded during 
the year. These accounts indicate that our 
investments in these companies are conserva- 
tively valued. 

Bentley Motors (1931), Ltd., derives its 
revenue from the mf4rketing and servicing of 
its cars which are manufactured by your 
company. Its fortunes are, therefore, closely 
linked to that of the company’s motor car 
division. The company has operated at a 
small profit and the order book is very satis- 
factory. The rate at which ‘these orders can 
be fulfilled, governed, as it is, by the supply 
position and other circumstances over which 
we have no control, will decide their profit- 
ability. 


COACH BUILDING 


The coach building subsidiary, Park Ward 
and Co., Lid., has made further progress 
during the year in the design and production 
of bodies for both Rolls-Royce and Bentley 
cars. The difficult conditions referred to last 
year, the shortage of craftsmen and material, 
still persist, and the consequent Gifficulty of 
maintaining an economic output of bodies 
of the quality the company demands must 
have its influence on future results. 

Rolls-Royce Montreai, Ltd., a new subsi- 
diary, has been formed to provide service 
in its widest aspect to users, in Canada, of 
our aircraft engines. It is operating profit- 
ably and the engineering and spare parts 
service is much appreciated by our customers. 
The provision of working capital for this 
company accounts for the major part of the 
increase in the company’s balance-sheet under 
the heading “ Investments and loans to sub- 
sidiary companies.” 

The figures relating to associated com- 
panies are not, of course, inciuded in the 
consolidated accounts, as the company does 
not hold the major share of the equity. 

Rotwol, Ltd., is now settling down to its 
postwar amme, and the future -prospects 
for both propellers and other products are 
satisfactory. This company, as you know, 
plays an important part in the development 
of projects of common interest to your com- 
pany and our partners in this enterprise, the 
Bristol] Aeroplane Company, Ltd. 

It has been possible during the year to 
make a more accurate assessment of the 
working capital required by Rotol, Ltd, 
for the fulfilment of their future programme. 
The additional capital shown to be required 
has been provided by way of loan, on which 
interest is being paid, by the parent com- 

ies. The company has traded at a profit 
in 1947, but no dividend has been distributed. 

Renfrew Foundries, Ltd., has taken 
longer than we originally hoped and antici- 
pated to settle down to the changed condi- 
tions which have entirely altered the demand 
for its product. The plant has been adapted 
as quickly as possible to meet these changes, 
but inevitably has been operating uneconomi- 
cally in the interim. The company has 
traded at a loss during 1947 and it has been 
necessary to make a further provision against 
the value of your company’s investment. 


DIFFICULT CONDITIONS 


The year has been a difficult one. The 
fuel crisis provided an inauspicious start 
which, as far as was humanly possible, was 
minimised by the ingenuity and enterprise 
shown by the management of your company. 

Increases in purchase tax and abolition of 
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the basic petrol ration contributed to the dis- 
advantage under which the company’s motor- 
car division laboured, and an uncertain and 
temperamental supply position was a con- 
tinual source of anxiety. 

In spite of this, the company has had a 
successful year. The excellent design and 
quality of the company’s motor-cars have 
enhanced our reputation, both at home and 
abroad, and the demand for the product has 
been most satisfactory. Every effort has been 
made to increase our overseas business and, 
in the face of import restrictions imposed by 
many foreign Governments, considerable 
success has been attained. 

Development, particularly in respect of 
those features peculiar to export business, is 
being constantly pursued and there is no 
reason to doubt that it will create an increased 
inquiry for our cars. 

In addition to thei activities with the 
present range of motor-cars, the motor-car 
division are developing engines of wider 
application, which are attracting great in- 
terest, and from which there should be sound 
business. 

The Glasgow factory, which is engaged in 
the overhaul and reconditioning of aero 
engines, was acquired during the year, and 
has made a satisfactory contribution to the 
company’s business. 


REPRESENTATION OVERSEAS 


The year has seen a very large expansion 
in Overseas business. A network of com- 
mercial representation throughout the world 
has been built up and Rolls-Royce techni- 
cians, well qualified to deal with the special 
problems of particular countries, pay regular 
visits to the users and prospective users of 
our engines. 

Although the gas turbine engine has estab- 
lished itself, limitations, entirely outside the 
scope of the engine builder, such as naviga- 
tional and trafhc handling problems at air- 
ports, will keep piston engines in the picture 
for a long time to come. 

In this connection, it is interesting th=t the 
Merlin engine is the only British power plant 
operating in regular service on the trans- 
Atlantic run. It is even more interesting 
that during 1947 Merlin engines, on the civil 
air routes of the world, flew a hundred 
million miles, 


DEVELOPMENT OF GAS TURBINE 


Recognition of the company’s position in 
the development of the gas turbine is shown 
by the negotiation of manufacturing licences 
in the U.S.A., South America and Australia. 

The company cannot stand still, it cannot 
afford to, it must be forever pioneering, 
improving, searching for the unattainable 
ideal. By this means alone can it maintain 
its position. Nor can it afford mistakes. Its 
reputation is such that a statement by Rolls- 
Royce is fact. not conjecture, and this is the 
position it is our duty to maintain. 

It is pleasant to be able to record that 
continuance of Rolls-Royce esprit de corps 
whicl’ has produced the results of 1947, and 
to thank each individual for the part ue has 
played in their achievement. 

The Royal Aeronautical Society has pre- 
sented the Gold Medal to yeur managing 
director in recognition of his contribution to 
the development of aircraft engines, a wetl- 
merited recogniticn of which we are justiv 
proud. 

Lastly, Battles of Britain may vary—Hurri- 
canes and Spitfires have gone down in 
history. The battle now is being fought in 
the field of export, and your company knows 
no reason to feel ashamed of its contribution 
which, during the last year, amounted to five 
million pounds: 

The report and accounts were unanimously 
adopted and the dividend as recommended 
was approved. 

The retiring directors, Mr Harold Peake 
and Dr F. Llewellyn Smith, were re-elected; 
and the auditers, Messrs George A. Touche 
and Company, having been reappointed, the 
proceedings terminated. 
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STANDARD BANK OF SOUTH AFRICA, 
LIMITED 


FURTHER INCREASE IN ACTIVITY 
LORD HARLECH’S SURVEY 


The one hundred and thirty-fifth ordinary 
general meeting of the Standard Bank of 
South Africa, Limited (being the annual 
general meeting for the year 1948), was held, 
on the 28th instant, in London, the Rt Hon. 
Lord Harlech, K.G., P.C., G.C.MG., the 
chairman, presiding 

The following is an eatract from his state- 
ment circulated with the report and accounts 
as at March 31, 1948:— 

The position disclosed in the balance sheet 
is most satisfactory Most of the items again 
reflect a further pronounced increase in 
activity in all the territories in which we 
operate. 

Far several years prior to 1947 there had 
been a steep rise in the accumulation of cash 
balances by commercial and industrial con- 
cerns in Africa who had been unable to em- 
ploy their resources in renewing stocks. In 
last year’s report, however, it was noted that 
the pace of this movement had slackened. 
Traders’ cash balances were used to buy 
stocks and our deposits increased by only 
£12 million, as against £35 million in the 
previous year. It then appeared likely that, 
as the readjustment to more normal con- 
ditions developed in the manufacturing coun- 
tries of the world, the curve of our deposits 
would tend to flatten out, but, contrary to 
expectation, I have to report that this item 
has again moved up steeply, the figure being 
approximately £50 milhon more than last 
year. This movement is some reflection of 
the very large monetary transfers to South 
Africa during the vear. 


DEMAND FOR LOANS 


During the year, increasing quantities of 
goods from overseas have become available, 
and in the payment for these imports traders’ 
resources have been absorbed and a demand 
has arisen for loans. 

That a considerable demand has arisen for 
financial assistance is evidenced by the rise 
that has taken place in the total amounts lent 
by the bank. “ Advances to customers and 
other accounts” amounted to £53 million on 
March 31, 1947, and have now further in- 
creased by £14 million to £67 million. You 
will be ified to know that this achieve- 
ment indicates that the bank has played its 
full part in the maintenance and development 
of trade and industry in the countries in 
which it is interested. 

Our ition continues to be very liquid. 
While Temetis, have increased by £50 million, 
cash in hand and at call and short notice has 
improved by £34 million and reflects a ratio 
of almost 38 per cent. to deposit and current 
and other accounts, compared with a ratio of 
slightly more than 31 per Cent. a year ago. 
Little change is recorded in the amount of 
our investments. 


ANOTHER MILESTONE 


This year I have to record the passing of a 
further milestone in the history of the ake 
for the sum of the items of the balance sheet 
has increased by no less than £70 million, 
reaching a total sum of £327 million. This 
last is indicative of the very sub- 
stantial increase in the business of our insti- 
tution which has been taking place. 

Having regard to the much larger amount 
of customers’ its, the directors have 
decided to augment the reserve fund by a 
transfer of £1,000,000 from contingencies 
account. The reserve fund now amounts .0 
£5,000,000, exactly twice the amount of the 


“up . , 

ce seem at first that the balance 
of profit, amounting to £672,691 compared: 
unfavourably with that shown last year—that 
is, £819,014. Tf, however, this latter figure 





were shown after deduction of income tax on 
the dividends and bonus paid to shareholders, 
it would have amounted to £594,014, from 
which it will be seen that the balance of profit 
has in fact risen by £78,677. 

After adding the ameunt of £179,307 
brought forward from last year there ‘s 
£851,998 for disposal. The interim dividend 
of 7s. per share paid gn January 31st last 
absorbed £175,000, which, after deduction of 
income tax, amounted to £96,250. After 
appropriating £125,006 tc bank premises a 
balance of £630,748 remains, and it is recom- 
mended that an allccation of £250,000 to 
officers’ pension fund be made and that a 
final dividend of 9s. per share be paid, 
together with a bonus of 4s. per share, making 
a total of 20 per cent. for the year, leaving a 
sum of £201,998 to be carried forward. 

In the Union of South Africa the year 
under review has been one of great activity 
and increasing development in most branches 
of its economic life. Conditions in Europe 
where the political situation and future course 
of events have presented a prospect of so 
much uncertainty have fFelped to bring the 
Union and its potentialities into further 
prominence. 

In the commercial and distributive trades 
turnovers have continued to rise steadily. A 
noticeable feature in the developments of the 
past year has been the extent of the interest 
that has again been displayed by British com- 
mercial and industrial concerns in securing a 
foothold in the country. good maize crop 
was harvested in the 1946-47 season. 


THE RHODESIAS 


In Southern Rhodesia business activity has 
improved steadily and turnovers in practically 
all trades have increased sharply. sts have 
continued their upward trend, but trading 
results have been generally satisfactory and 
activity was stimulated by the steady flow of 
immigrants. Very substantial imports of food- 
stuffs were neces a> a result of the serious 
drought experienced throughout the country. 

The most important export is tobacco, 
The acreage planted and the crop gathered 
was considerably larger, and demand being 
strong, prices were carried to record high 
levels. d production continued to decline. 

At least one-quarte: of the European popu- 
lation of Northern Rhodesia is employed m 
the mining industry. The territory’s pros- 
pects continue to depend u the main- 
tenance of the prosperity of the per com- 
panies, copper accounting for t the 
whole mineral production. The outlook for 
the mines continues to be very 
favourable. 


OTHER COUNTRIES 


Exports of the three main crops grown in 
Nyasaland, namely, tobacco, tea and cotton, 
again improved during 1947, but nevertheless 
the territory’s external trade yielded an 
adverse balance of about £750,000 for the 
year. Heavy and prolonged rains affected the 
quality of much of the tobacco grown, and 
caused a reduction in the maize crop. 

Business activity in South-West Africa has 
continued to increase steadily, being stimu- 
lated by the returns received by the Karakul 
farming industry. 

Climatic conditions during the year in the 
East African territories were not generally 
favourable, with the exception of those in 
Tanganyika, where good and well-distributed 
rains occurred and resulted in one of the best 
ie for agriculture for some time, The 
abour position continues to cause concern, 
and the lack of agricultural machinery is a 
handicap to farming operations. 

The report was adopted. 
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BRITISH SUGAR «=. 
CORPORATION, LIMITED — 


FAVOURABLE PROSPECTS 


The annual general meeting of the British 
Sugar Corporation, Limited, was held, on the 
27th instant, in London, Lt.-Colonel Sir 
Francis H. Humphrys, G.C.M.G., G.CVO 
K.BE., C.LE., the chairman, presiding, 7 

The following is an extract from his cirey, 
lated statement ; — 5 

Last year I informed you that the pegs 
pects for the 1947-48 season had = 
seriously affected by a late spring, follow 
by a severe drought, especially in Bigs 
Anglia, and that a crop of abou: 3-000 
tons of beet with a higher average sugar o 
tent than in 1946 could reasonably be 
for. The corporation’s agricultural experts 
are usually not far wrong with their esti. 
mates, which this year have been almo 
exactly fulfilled. The beet crop of 2,959 
tons is, with the exception of the years 
38 and 1938-39, the lowest in the corpe 
tion’s history. On the other hand, 
average sugar content, which is approxi 
18 per cent. (against 16 per cent. last 
has only once been exceeded—in 1940-4], 








HIGHER EXTRACTION 


The early completion of the cereal harves 
facilitated the opening of the sugar beet cam. 
paign, and the almost ideal weather oom 
ditions which prevailed from the beginnin 
of October to the end of December en 
the growers to finish delivering their beet 
with a very low dirt tare, te the factorieg 
before the middle of January. Thus for th 
first time since 1941-42 the corporation's 
factories were not stained beyond the 
normal capacity, and, aided by up-to-date 
machinery which had been installed wherever 
possible, our technical staff succeeded ip 
achieving a higher degree of extraction thas 
had been practicable during recent years, © 

These favourable  circumstances—godd 
weather, absence of the need for rushing 
through a crop much too large for the present 
capacity of the factories conveniently 
handle, and increased efficiency—have com 
bined to bring about a remarkable drop # 
the deficiency payment (in other words, the 
grant made co the corporation by the Be 
chequer) from £2,749,780 last vear°# 
£569,000 in 1947-48, against a Budget estk 
mate of £3,000,000. This is by far the lowes 
figure ever recorded, and if the corporation 
had been aliowed w receive a fair market 
price for the molasses which it sold under 
control to the Board of Trade, no assistarict 
whatever would have been required from th 
Exchequer. ie 


DIVIDEND AGAIN 4} PER CENT. 


The net addition to our taxation i 
brought about by the profits tax, t 
presses with particular severity on a sem 
public utility like the corporation, is 
£33,000, all of which has to be found out o 
the net proceeds of the incentive carnings 
Out of the remaining £214,118 your directos 
have repeated last year’s allocation of £50,000 
to special depreciation reserve and have 
provision of £28,223 for deberture redemp- 
tion, leaving a balance of £135,895. They 
recommend a dividend of 4} per cent, les 
tax (£123,750) for the mmth successive 
which will admit of an addition of about 
fe oe to the carry-forward, raising it @ 
x ee 


Prospects for the coming season are mort 
favourable than last year, though it is 0 | 
early to make 4 reliable forecast. At ont 
time it appeared likely that the partial failure 





of the sugar beet seed crop in this 

and throughout> Western Europe in 
would prevent the attsinmenr of the 
target. Fortunately, however, with the 
of the corvoration’s reserve stocks, there 
been sufficient seed to cover re-sowings 
are rather heavier than usual. 

The report was adopted, 
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BRITISH TIMKEN, LIMITED 
SATISFACTORY RESULTS 


Mr Michael Dewar, chairman of the British 
Timken, Limited, stated at the annual general 
meeting on the 28th instant :— 

For the past ten years we have paid the 
same dividend of 15 per cent. on our ordinary 
shares. On all counts of fairness, the ordinary 
shareholders should this year have received a 
jarger dividend. The wage till in 1947 was 
pearly £1,000,000, compared with £250,000 
in 1938, yet the gross dividend has remained 
the same, but for the small increase in capital 
in 1940. In line with most of the larger 
industrial companies, we decided to follow 
the Chancellor's ceques? not to increase our 
dividend. 

It is 21 years since the control of your 
company passed into the hands of the present 
board and to-day, with our subsidiary com- 
pany, we are consuming 15 times the tonnage 
of steel consumed in 1927 and the number of 
employees has increased eight times. We 
have reserves totalling over £400,000, which 
indicates the amount ploughed back into the 
business during past years, and is a clear 
indication that we have acted in the best 
interests, not only of the shareholders, but of 
the country. With these large reserves, the 
shareholders are entitled to some certificate 
of ownefship. This we shculd have cer- 
tainly have issued in the ferm of bonus 
shares but for the umreasonable attitude of 
the authorities. 


GREATLY INCREASED PROFITS 


The greatly increased profits for 1947 have 
been achieved by your company’s factories, 
including those of Fischer Bearings Company, 
Limited, working day and night over the year, 
and not only at full pressure, but with the 
most modern and up-to-date equipment. 
These resulis are also due to your board 
having preserved with assiduity, and no little 
success, the development of improved manu- 
facturing technique. The parent company’s 
physical output, with the same number of 
employees, was in 1947 20 per cent. higher 
than in 1946, and your board has no hesita- 
tion in ascr:bing this very largely to efficient 
Management. 

In April, 1948, we announced a 5 per cent. 
reduction of prices of bearings delivered in 
this country. Your directors are confident 
that, but for the inevitable coming rise in 
cost of power, fuel and raw material, the work 
now proceeding in our development depart- 
ments would permit us to reduce prices still 
further. 

We have already taken steps to ensure we 
shall not only fully supply the demands in 
this country, but shall be ready to fight again 
for the very considerable export trade which 
we think can be obtained by determined com- 
petition. At present, more than half your 
company’s output is exported indirectly as 
component parts. 


THE FUTURE 


It is difficult to speak of the future except 
to say that, although we have sufficient con- 
to proceed with our expansion pro- 
Btamme, there are sign: of a slackening of 
trade activity. One thing we can say with 
Certainty is as fast as industries are nationa- 
so their efficiency will fall and their 
Costs increase with a lessening of competitive 
power, 

In extending your company’s activities, not 
only have we to take a business risk, but we 
have the almost heartbreaking task of per- 
swading Government. departments to permit 
Our extensions to go forward without un- 
Teasonable delay. 

We have endeavoured to carry on as best 
We can under a Government which, in spite 

Soothing remarks from its right wing, 
Continues unabated in its hostility to private 

and in its belief, contrary to the 

ee of all history, that man in general 
dj any interest in work when that work is 
vorced from the incentive of personal gain. 


AMALGAMATED ROADSTONE 
CORPORATION, LIMITED 


ANTICIPATED PROFITS EXCEEDED 
MR J. S. KILLICK’S STATEM 


9 

The twelfth annual general meeting of the 
Amalgamated = Roadstone _— Corporation, 
Limited, was held, on the 28th instant, at 
Winchester House, Old Broad Street, 
London, E.C., Mr G. F. Nalder (chairman 
of the company) presiding. 

The secretary (Mr D. Mallett) read the 
notice convening the meeting and Mr S. R. 
Hogg, FCA, of Messrs Hogg, Bullimore & 
Company, read the report of the auditors. 


The following is the statement of the vice- 
chairman, Mr _ J. Killick, C.B.E., 
M.Inst.C.E., circulated with the report and 
accounts for the year to October 31, 1947:— 

Your chairman, last year, pointed out that 
the benefits of the amalgamation with British 
Quarrying Company would be only partially 
effective in the year ended October 31, 1947, 
now under review. In the prospectus issued 
on November 1, 1947, one of the primary 
objects of which was the provision of funds 
for the repayment of prior charges of the 
British Quarrying Company and thereby the 
completion of that amalgamation, your 
directors made the statement that they were 
satisfied that the net trading profits for the 
yet ewer financial year would exceed 


From the annual report now before you, 
you will note that the sum of £223,000 was 
actually earned, in spite of the abnormally 
adverse conditions prevailing during the 
early months of 1947. 


APPROPRIATIONS 


Of the various appropriations therefrom 
set out in the report, there are three to which 
I should like to draw your attention :— 

No. (1) initial allowances in respect of all 
capital expenditure incurred during the two 
and a-half years from April, 1944, to October, 
1946, amounts to £57,331; it is gratifying 
now to be able to write off the whole of this 
amount out of the year’s profits. 

No. (7) transfer to capital reserve of 
£4,965 relates to that proportion of the 
profits of the Pyx group, accrued before the 
date of purchase. 

No. (8) proportion of net profit for the 
year attributable to outside shareholders, 
£12,032. Of this, approximately £2,000 
relates to Preference dividends of a sub- 
sidiary company still outstanding ; approxi- 
mately £10.000 relates to shareholdings in 
the British Quarrying Company held extern- 
ally at October 31, 1947, but acquired by 
this company early in November. 


DIVIDENDS 


As regards dividends on our Ordinary 
share capital, the interim dividend at the 
rate of 4 per cent., paid in December, com- 
pared with 3 cent. the previous year ; the 
final Biden a the rate of 5 per cent. now 
recommended is the same as last vear’s final 
in conformity with the. present national policy 
of dividend limitation. 

During the current vear the results of our 
amalgamation are becoming more effective ; 
our capital programme of re-equipment pro- 
ceeds satisfactorily; and, given continuance 
of normal conditions during the last four 
months of the year, your directors are satis- 
fied that the profits for 1948 will show a 
considerable increase over the year to 
October 31, 1947. 

The report and accounts were adopted ; 
the proposed dividends were aporoved ; and 
Mr K. G. Foster, J.P.. who retired by rota- 
tion. was re-elected a director. 

At a subsequent extra general meeting 
resolutions were passed converting the 
Ordinarv shares into Ordimary stock and 
approvine an alteration in the Articles of 
Asseciation. : 

The vroceedings terminated with a vote 
of thanks to the chairman. 
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RICHARD THOMAS AND 
BALDWINS 


ANNUAL GENERAL MEETING 





The annual general meeting of Richard 
Thomas and Baldwins, Limited, was held on 
the 28th instant; at Grosvenor House, Park 
Lane, London, W., Mr E. H. Lever (chair- 
man and joint managing director) presiding. 

The chairman moved the adoption of the 
report and accounts for the year ended 
April 3, 1948 and the payment of a final 
dividend of 10 per cent., less income tax, 
making < cent. for the year, and in doing 
so said: We have in course of preparation. a 
booklet which contains facts and figures and 
by diagram and illustration gives a somewhat 
more comprehensive view of the company’s 
affairs than can be gained by a perusal of the 
accounts and my statement, comprehensive 
though these are. The booklet will be in 
publication, I hope, in a few weeks’ time, and 
will be available fo: shareholders. Those 
shareholders. who would like to have a copy, 
therefore, are asked to notify the secretary. 

Lt.-Col. J. B. Neilson, C.M.G., D.S.O., 
C.A. (joint managing director), seconded the 
resolution and it was carried unanimously. 

The retiring directors, Mr Leslie J. Davies, 
the Rt. Hon. the Earl of Dudley, M.C., and 
Sir Andrew Agnew, C.BE., were re-elected 
and the auditors, Messrs. Peat, Marwick, 
Mitchell and Company, were reappointed, 

Mr Fred W. Sibley, in thanking the chair- 
man and the board for their services during 
the past year, expressed strong opposition to 
the Government’s proposed nationalisation of 
the steel industry. 

This view was unanimously supported by 
the assembled shareholders. 

At a subsequent extraordinary general 
meeting a resolution was passed adopting new 
articles of association to fring them into line 
= the requirements of the Companies Act- 
1948. 





BEECHAM GROUP, LIMITED 
LARGER NET SURPLUS 


The twentieth annual general meeting of 
the Beecham Group, Limited, was held, on 
the 28th instant, in London, Sir J. Stanley 
Holmes, M.P., chairman and managing 
director, presiding. 

The following is an extract from his state- 
ment circulated with the report and 
accounts :— 

The net result of the Group’s trading for 
the year ended March 31, 1948, is a net 
surplus of £751,511 available for dividend on 
the deferred shares and for reserves, as com- 
pared with £502,659 in the previous year. 
It is proposed to declare a final dividend of 
4 per cent., making 40 per cent. for the year, 
the same as last year The trading profits 
and sundry revenue earned by the 118 com- 
panies and branches of the group amount to 
£2,370,181, compared with {2,688,522 in the 
previous year. 

Although home sales showed an increase 
of nearly 18 per cent., the home trading 
profits have shown a decrease of £208,088, 
due to the steeply rising costs of raw 
materials, containers, consumable stores and 
wages, without any compensating increases 
in selling prices. Our export trade has again 
shown satisfactory results im spite of increas- 
ing costs. The total charge for Un ted King- 
dom taxation amounted to £1,157,366, com- 
pared with £1,656,114. 

Our food sales have increased in total by 
over 25 per cent., while the sales of food- 
stuffs manufactured and canned in our own 
factories have increased by 65 per cent. com- 
pared with last year. ; 

It is difficult to make prophecies with 
regard to the future, but we have so con- 
tinually broadened the basis of our business 
and our interests al! over the world are so 
far-flung that we can face the future with 
confidence. 

The report was adopted, 
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Statistical Summary 


GOVERNMENT RETURNS 


For the week ended July 24, 1948, total 
ordinary revenue was 46,534,000, against 
ordinary expenditure of {38,536,000 and 
issues to sinking funds £130,000. Thus, in- 
cluding sinking fund allocations of £3,603,493 
the surplus accrued since April Ist is 
£192,515,831, against £280,538,906 for the 


corresponding period a year ago, 


ORDINARY AND SELF-BALANCING 
REVENU NUE AND EXPENDITURE _ 
te Receipts into the 


Exchequer 
(¢ thousand) 


} 


Esti- | sey ‘cae 
April April | 
Revenue i oye 2 1 | Week | Week 
1946 P to | to jended | ended 
| July | July | July | July 
i | 26, 26, 24, 
' ' 1947 | 1948 1947 | 1948 
ORDINARY 
REVENUE } 
Income Tax. .....'1309150. 252,584 274,960 17,594! 17,073 
Sur-tax ... 90,000 14,880: 19,950 500 250 
Estate, ete., Duties; 160,000 55,865 61,000 3,180 3,300 
Stamps Re actes 55,000 13,270, 18,735, 1,100 900 
Profits Tax .... 250.000 7,760 27,910 750 1,800 
E PT 3 ; 63,748 43,600, 2,300 750 
Other Inland Rev. 3,000 95 _. es ae 
SpecialContributn., 50,000... 7,400 =... 700 


val Inland Rey. 1915150 408, 200 453,640 25, 424 24,773 


Customs......... 820,64 600 243, 125 257, 133 10, 048 8,375 
a 726,550 163,863 208,200 16,763 12,400 





Total Customs &! 

Bacsee 5s. .0% 11547150 406,988 465,333 26,811 20,775 
Motor Duties.... 50,000, 7,215 6,959 ... ise 
Surplus War Stores, 102,000 63,829 20,766 3,822) i 
Surplus Rex eipts 

foams Trading... 57,000 25,000! 826. 

Wireless Licences.; 11,000: 2,140 2,220, 


rown Lands..... 1,000 410 180 200 
Receipts from 

Sundry Loans... 14,000 12,382) 4,711 ... 104 
Miscell. Receipts... 68,000, 155,620: 22,088 842 882 


lotal Ord. Rev.. 3165500 LOSITES 916, 1724, 51, 100 46, 534 


j | 
} 








Secre-BaLanciIne 
Post Office....... 150,200 42,380 44,960 3,100; 3,900 
Income Tax ont ' 

L.P.T. Refunds; 16,000 6,736 2,604 300 210 


Total: ..24. <.s5 |3931500 1150899, 1024288; 60, 500 50, 644 


| Issues out of the E xchequer 
} to meet payments 
' (¢ thousand) 


Esti- ars * ™ 
‘ April | April 
F xpenditure Lon I . Week Week 
3-4 to to | ended | ended 
; July July | July July 
| 26, 24, | 26, | 24, 
| 4947 | 1948 | 1947 | 1948 
} ' 
ORDINARY i i | 
EXPENDITURE | | | 
lot. & Man. off ’ 
Nat. Debt ..... | 500,000 132,484 126, 941, 2,648 1,883 
Payments to N, 
Ireland, ....... 26,000 6,675 5,869 896 873 
Other Cons. Fund) i | 
Services ....... 8,000 3140 3117... | 
Se See cat ic. ox 554, 000 142, 299 135, 927 3, 544 2, 156 


Supply Services . - 12441679 655,414 644,677) 48,780 35,780 


Total Ord. Expd. . 2975679 797, 713 780, 604. 52,324, 38, 536 
Sinking Funds ... sa 3603; .., 130 


Seur-BaLaNncine | i } Ca oat 
Post Office... .... | 150,200; 42,380 44,960 3,100: 5,900 
Income Tax on 


E.P-T. Refunds 16,000' 6,736 2,604 300) 210 


Sis ii, Bc sass Saeeis 846, (829 831,772, 55, mae 42,776 


After increasing Exchequer balances by {£605,469 to 
£5,510,608, the other operations for the week decreased 
the gross National Debt by (6,136,549 to £25,712 million. 


NET RECEIPTS (£ thousand) 
Cotton (Centralised Buying) Act, 1947, sec. 21 (3)... 5,500 


NET ISSUES (¢ thousand) 


P.O, and Telegraph Acts, 1946 and 1948.......... 400 
ey I avs Ses Co dae Da ee Oe Chagas 257 
Overseas Trade Guarantees Act, 1959, see. 4(1).. .. 53 
Local Authorities Loans Act, 1945, sec. KL...... 5,500 
War Damage : War Damage Commission. ....... 2,000 


Finance Acts, 1946 and 2947, Post-war Credits. ... 417 


CHANGES IN DEBT ( thousand) 
New Receiers Nev RePayMents 


Treasury Bills .... 4S Nat. Savings. ..... 1,900 

23%, Def. Bonds. . 375 | 3% Def. Bonds.... *2,265 

Tax Reserve Certs, 1,068 | 3°, Cony. Loan, 
1948-53 ....... 50 


3%, Ter, Annuities 1,642 
Other Debt > 


| 
| 





Internal ....... 690 
| Ways & Means Ad- 
} VAROSS 2. sees 1,395 
1,806 1,942 


* Including £1,724,000 paid off on maturity. 


FLOATING DEBT 


(£ million) 
| Treasury | — oo Total 
Date | Bills Advances De-  Float- 
’ ; | Bank | posits | i 
| | Public | _ of by Debt 
Tender; Tap | Depts | Eng- | Banks | 
Sa siti ? | land eh ced cary 
947 : j i 
July 26, 2180-0 2495-4 270-9 | 1408: oe 8 
1948 


Apr 10 2160-0/ 2752-0 328- 


| ws | 1326-5 | 6567-4 
» 17 2160-0 2750-0 324- 


ee» =| 1340-5 | 6574-9 


” 24 2170-0! 2716-9 322- 1349-5 6558-9 
May 1 2180-0) 2689-3) 322: we | 1346°5 | 6538-7 
» 8 2200-0! 2643-2 310: ve | 1346-5, 6499-9 
» 15 2220-0 | 2643-5 301-0 | 20-3 | 1326-5' 6501-3 
14-8 | 1362-0! 6511-1 


», 22 2210-0/ 2626-6 297- 
29 2210-0 | 2620-2 303- 1377-0 | 6510-5 


3 
8 
“5 | 1410-0 6523-5 
0 
3 


June 5, 2210-0 | 2616-7 283- 3 
,, 12 2210-0! 2608-9) 281- 1-0 | 1425-5 | 6525-2 
» 19 2210-0! 2635-1 274- 11-3 | 1443-5 | 6573-8 
» 3» 4817-3 =. 270- o 1468-0 | 6555-7 
July 10 2210-0! 2625-9, 282- 1429-5 | 6547-7 


,. 17 2220-0 2632-4) 296-5 | 12-8 |1429-5' 6581-1 
” 24 2210-0 2632-8! 294-6 | 13-3 1429-5 | 6580-1 


AAWAOAwRUSOHOUNFO 


TREASURY BILLS 


(£ million) 





| ae Per 
Amount | Ayrege | Cent 
Date of | Pisano eT eae —| of Allot Allotted 
Tender ‘ : at 
loftered“PPlied!aniotted| ment Min. 
Bi ae ‘a Rate 





— 1947 re 
July 25 160-0 | 292-4 | wees 10 B24 | 40 
' 


1948 


April 25 170-0} 295-1 | 170-0} 10 2-51 42 
» 30 | 170-0 | 287-9) 170-0 | 10 1-34 45 
May 7 170-0 | 290-3) 170-0; 10 1-24 43 
» 14/ 170-0 | 290:7| 170-0; 10 1-36 45 
» 21 170-0 294-51 170-0! 10 1-26 | 43 
yy 28 | 170-0 | 278-6 | 170-0) 10 1-68 50 
June 4 170-0 | 295-8 | 170-0; 10 1-20 40 
» W_ 120-0 | 277-5} 170-0, 10 1-70 49 

, 18 | 170-0 | 259-6 | 170-0! 10 1-89 57 

»» 25} 170-0 | 279-7 | 170-0 | 10 1-65 | 48 
July 2 | 170-0 | 286-8 170-0) 10 2:45 | 45 
» 9 170-0 | 276-5, 170-0; 10 1-48 | 48 
» 16 170.0 ' 279-7! 170-0! 10 1-55 | 48 
23 | 170-0 | 294-3} 170-0! 10 1-31 43 


On July 23rd applications for bills to be paid on Monday, 
Tuesday, Wednesday, Thursday and Friday were accepted 
as to about 43 per cent of the amount applied for at 
£99 17s. 5d. and applications at higher prices were accepted 
in full. Applications for bilis to be paid on Saturday were 
accepted at £99 17s. 6d. and above in full. £170 million 
(maximum) of Treasury Bills are being offered for July 
30th. For the week ended July 3ist the Banks will not 
be asked for Treasury deposits. , 


NATIONAL SAVINGS 


(¢ thousand) 
a ve eee pe ; j “ig ‘End ‘ “| Totals 
ji oo , TT So lto 
wy 19.) Ju >, July 17, 
a oe 10 a oe 
Savings Certificates :— j ~ 
TENE SS OS OS 8 | 2,800 ' 2,500 36,300 
Repayments ......4..... | 2,800 3,000 40,800 
Net Savings........,.... | Nil \Dr 500. D450) 
Defence Bonds :-— } Weir ryy 
a ea ; 1,795 655. 12,710 
Repayments ............ 927 1,024 15,098 
Net Savings...i......4.- | pen ie ee iow. sed 
-~—-- eae ere eee 
P.O. and Trustee Savings | 
Banks :— ; : 
Mantes... casa. 2553 | 13,675 |. 12,2635 | 189,198 
Repayments ..5......4.45 15,425. 14,282 190,681 
Net Savings.../6.0.0.02. \Dr1,750 Dr2,019 Dri Ass 
.  meunmenneaienepeppeminnty 
Total Net Savings......... \Dr SS? Dr2,888 Dré,371- 
Interest on certificates repaid | 504. 540 7,250 
Interest acerued on savings | 
remaining invested. ...... | 2,250) 2,313 | 35,557 


THE ECONOMIST, July 2, tie 
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BANK OF ENGLAND 
RETURNS 


2 


JULY 28, 1943 i. 


whee 
gn PPS 


ISSUE DEPARTMENT 


at 


Notes Issued:- f Govt. Debt. ., tty 
In Cireulation 1285,041,305 | Other ; if 


Govt, ; 
In Bankg. De- Securities ,.. ] 
partment .. 15,206,528 | Other Sees... . ee 
Coin (other 


than gold)... a 
Amt. of Fid—i_ 
Issue ....... 
Gold Coin and 
Bullion = {at 
172s, 3d, per 
oz. fine)... .. 


1500,247,833 1300.95 


BANKING DEPARTMENT 


£ 
Capital ...... 14,555,000 | Govt. Sees. .  * 
See 3,764,193 | Other Secs. : - 


Public Deps.*. 11,247,157 | Discounts and 
—_— ---> Advances... Tip 


Other Deps. :- Securities.,.. BAGG 
Bankers..... 311,025,819 _—- 
Other Accts... 89,351,434 41,68 

400,377,253 | Notes........ 15.2053 
Gal. HE Si wa 
~ 429,941,583 429,918 


* Including Exchequer, Savings Banks, Comoiigsins 
of National Debt and Dividend Accounts, 








COMPARATIVE ANALYSIS 
, ({ thousand) 
| 1947 j 198 - 
July | July | Judge foe 
3» | 1 | 2s 
; ; 

Issue Dept, :— j | : 
Notes in circulation... .. \1419-3 1271-91276: 
Notes in banking depart- | 7. 

WOO SieRSiy EOL 8S } 30°9) 28-3) Bt 
Government debt and } 

eecurities® ........... 11449. 3 1299-2 1299- SU 
Other securities......... 0-7 0-8 eM 
BOM ties 104 - ddrasa ae 0-2) 0-2 Caen 
Valued at s, per fine oz... | 172/3) 172 3 17/5 2 

Banking Dept. :-— as 

Deposits »— i 
PUB iiss a vi | 2-3 14-1 MM 
TINUE 6 a watna's.s tit tq 301-8, 303-3, WI-B st 
UE. dss vces oe f 96-1 88-9 are 
Mekal. he etak Fore: | 408- 2 405-3) 410-8 alt 

Securities : ee : 
Government......... ; | 336-0 564-1, 166-9 a 
Discounts, ete...... 2. | 28-6) 10°2 ESPs 
EE en aes 28-5, 21-1) 2h BF 
TOUR is sonitins abo cess | 393-1! 395-4 404-6 MF 

Banking dept. res......... | 33-4 29-0) 2a pe 

% | % %. bh 

* Proportion”... iis... 8 8-1) 7:1 oe 

* Government debt is cn, 015,100, capital a 


Fiduciary issue reduced from £1,350 million te 
million on March 4, 1948. 


GOLD AND SILVER | 


The Bank of England’s Official buying price 
remained at.172s. 3d. per fine ounce throughout, id 
Spot_cash prices were’ as follows : 7 


Strver 





London 'New York; Bombay 
1948 {per ounce! per ounce}per 100 tolas) ” 


“| d. c. }- Rey: aosta way 
July 22 1 4) EB 2A : 
ee. tae Te I? 1 |. 
») 2.. 1 Markets C 1 a7 3 
ss 26. | i fo Mp he MT Os 1 
ois bodies 9 1% 4 ; 
» 28,. | 45 74 177 (10 | Ope 
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THE ECONOMIST, July 31, 1948 


ES : 
NOTIC 


UNIVERSITY COLLEGE OF SOUTH WALES AND 
MONMOUTHSHIRE, CARDIFF AND UNIVERSITY 
COLLEGE OF SWANSEA, SWANSEA 


uncils of the Colleges propose jointly to appoint a Director of 
ae Mural Studies. alee £1,200 per annum. Applications should be 
eceived aS soon as ible by the Registrar of either College, from 
«hom further particulars ma obtained. 
, LOUIS §. THOMAS, Registrar, Cardiff College. 
EDWIN DREW, Registrar, Swansea College, 
July, 1948. 


STATISTICIAN—EAST AFRICA HIGH GOMMISSION 


A vacancy exists for a Statistician to open and control a statistical 
office probably at either Entebbe or Dar-es-Salaam on behalf of the 
Fast Africa High Commission. Candidates should be men possessing a 
frst or second class Honours degree in Mathematics or Economics and 
Statistics, together with practical experience of statistical work and 

ganising ability. 
Orga: At a point om the scale £400, £450 x £25—£600 : £660 x £30—1¥40, 
according to qualifications and experience. . 

A review of Kast African Salaries has recently been undertaken, and 
it is expected that the report of the Salaries Commission will be 
ublished in the near future. : 

Age limit 45 for permanent and pensionable terms. 

Apply in writing to Director of Recruitment, Colonial Office, Sanctuary 
Buildings, Great Smith Street, London, S.W.1. 


LANGASHIRE GOUNTY GOUNGIL 
COUNTY PLANNING DEPARTMENT 


Applications are invited from University graduates with degrees in 
Geology, Geography, Economics and the Social Sciences, for two appoint- 
ments on the Research Staff of the County Planning Department at 
the County Offices, Preston. 

The appointments will be subject to the National Joint Council's 
Scheme of Conditions of Service for Local Authcrities’ Administrative, 
Professional, Technical and Clerical Services, and to the Local Govern- 
ment Superannuation Act, 1937. 

(a) Senior Planning Assistant (Research), A.P.T. Grade VII (con- 
solidated salary £635 x £25 to £710 per annum). Duties will inciude 
enquiries into various aspects of land use, min rai development and 
estimates of Urban congestion. Candidates <hould possess experience 
in a Government Department, or with a Local Authority, or with an 
estimated research organisation. 

(b) Planning Assistant (Research), 
salary £520 to £570 per annum). Duties will include maintenance of 
comprehensive statistical records and investigations into problems 
connected with industry and housing. 
Testimonials are not required, but applicants should give the names 

of two persons to whom reference may be made. 

Applications, stating age, qualifications end experience, should be 
received by the undersigned not later than Saturday, August 14, 1948. 

R. H. ADCOCK, 
Clerk of the County Council. 
July 14, 1948. 


A.P.T. Grade V (consolidated 


County Offices, Preston. 


UNIVERSITY COLLEGE OF HULL 


The College proposes to award a Post-graduate Studentship in the 
Faculty of Arts for full-time research in Arts, Commerce, Economics 
or Law, The value of the award is £200 for one academic year, renew- 
able for a second year.—Further particulars from the Registrar, to 
whom applications (three copies) should be sent by August 30th. 


MERCHANT VENTURERS’ TECHNIGAL COLLEGE, 
BRISTOL 


DEPARTMENT OF COMMERCE 
Required, to 


commence in September, a full-time LECTURER in 
ACCOUNTANCY. Preference wiil be given to Chartered or Incorporated 
Accountants with practical and teaching experience. 

The post carries the status of Senior Assistant and the salary is in 
accordance with the Burnham Technical Report (Senior Assistants’ 
Seale) for men: £700 by £25 to £800; women £560 by £20 to £640, plus 
allowances for qualifications and training. 

Application forms (to be returned within two weeks of appearance 
of this advertisement), obtainable with further particulars from 
Registrar, Merchant Venturers’ Technical College, Unity Street, 


Bristo), 1. 
ANDREW ROBERTSON, D.Sc., F.R.S., Principal. 
UNIVERSITY OF THE WITWATERSRAND, 
JOHANNESBURG, SOUTH AFRICA 


Applications are invited for a LECTURER IN THE DEPARTMENT 
OF COMMERCE. Qualifications required are a degree in Commerce 
or in Economics. A knowledge of Accounting would be desirable and 

ness and teaching experience would be a strong recommendation. 
Salary scale £550 x 25—£800 per annum, plus a temporary cost of living 
allowance which at present is £75 per annum in the case of a married 
man and £46 16s. in the case of a single officer. A higher initial salary 
may be paid on the grounds of special qualifications and experience. 
The appointment is subject to two years’ probation in the first instance. 
Membership of the University Teachers’ Provident Fund is compulsory. 

Further particulars and information as to the method of application 
are obtainable from The Secretary, Universities Bureau of the British 
Empire. 8, Park Street, London, W.1. The closing date for the receipt 
of applications is August 31, 1948. 


MERICAN PUBLIC ACCOUNTANT with many years’ legal experi- 
Bo — in Germany desires responsible position in this country.— 
Box 767. 


ONS. B.A. (Cantab), Economics, fluent French and German, some 

Italian, 28, seeks administrative or liaison appointment in a leading 
company or trade association at home or overseas.—Box 776. 
GecRETARY/ ACCOUNTANT wanted by trade organisation, capable of 

keeping com ny accounts, handling smal} staff and running general 
office, e 30-38 preferred. Scope and prospects for good organiser. 
Salary or according to qualifications,-Box 777. 


NHE WHITEHALL LETTER.—A personal weekly intelligence service 
Tit gsc to world affairs.—Inquiries to Mitre House, 44, Fleet 
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HE Council ot Industrial Design has vacancies for Industria! Liaison 
Officers tc assist the promotion by industry of good designs for 
exhibition in the Festival of Britain, 1951. «Essential qualifications tor 
all posts are experience in a responsible position and an understanding 
of industrial design acquired through designing or management or sales 
ee technical journalism or teaching, with turther qualifications as 
ollows: — 
(a) To dead a team concerned with certain engineering industries: A 
degree or equivalent qualification in mechanical engineering. Salary 
£1,000-£1,200, rising to £1,350. 


(b) To lead a team dealing with industries covering recreation in the 
widest sense, includin 


those concerned with the arts; books; crafts 
and hobbies; sport; holidays: and community activities. 
A degree in thology or Arts, and/or training as a Designer. Salary 
£1.000-£1,200, rising to £1,350 


(c) Several posts requiring knowledge in one of the following maiy 
roups of industrie®: Clothing and ancillary trades; Engineering; 


urniture; Pottery and Glass; Paper, Printing and Packaging; Textiles; 
Transport. 


Starting salaries £750-£870, rising to £950. 
posts may carry salaries as under (a). 

The posts ave temporary, with the possibility of permanency for some. 
Women's salaries are rather lower thein those given 

Write full particulars of age, education, posts held with dates, and 
ualifications in the light of the above requirements to the Kstablishment 


ficer, Council of Industrial Design, —Tilbury House, Petty france, 
London, 8.W.1. 


Exceptionally, one or two 


DVERTISER forming Syndicate to acquire one of the most im- 


i portant properties in the West Indies showing excellent returns 
and exceptional 


xce possibilities for further development and capital 
appreciation. Opening for a few congenial associates capable of a 
substantial investment. 


Applications from Principals or their Solicitors 
only to Leaver Cole & Co., 30, Budge Row, E.C.4. 


YOR SALE. Southborough, Kent, (13 miles from Tunbridge Wells). 
London one hour. Well built freehold house. 4 beds., bath., 

2 recep., garden, Main Services. Price £5.500 Apply sole Agents: 
Messrs. Rawlence & Squarey, 6, Ashley Place, S.W.1. (Tel.: VIC. 2981). 


ARGE firm Stockbrokers have exceptional vacancy for Partners’ 

4 confidential secretary Previous experience unnecessary but expert 
shorthand typing essential. Minimum educational qualification H.S.C. 
Graduate preferred. 5-day week, luncheon club, persion scheme.—Box 
374, Foster Turner & Everetts, Ltd., 11, Old Jewry, London, E.C.2. 


WY se tse: Private Secretary (competent Shorthand-Typist) to 
Managing Director of Factory in Oldham (Manchester) District. 
Essential qualifications—previous secretarial experience, ability to work 
On own initiative, working knowledge of German or French or both, 
Only first-class applicants. Give references, age, education, experience, 
in own hand-writing to—Box 787. 


MAUITION IN ECONOMICS. Honours Graduate commencing University 


lecturing October offers individual coaching at his S.W. London 
home August/September. Phone: Put. 4609. 


,CONOMICS Graduate experienced in Sales, Commerce, teaching, 

4 training of executives, supervisors and operators and secretarial 
duties seeks post in Industry or Commerce offering hard work, scope 
and reward. Age 33; present salary £625.—Box 791 


VW ELL-KNOWN packer of English Canned Fruits and Vegetabies, aiso 
Preserves, invites applications for post of Sales Manager, age 
30-40. Must be able to control outside Sales Staff and possess experi- 
ence of Office Administration, etc.—Apply, giving full particulars of 
experience, salary required, to Sales Director, Smediley’s Ltd., Wisbech, 
B Sc. (Econ.) Honours, Barrister-at-Law, 12 years’ business and pro- 

«fessional experience, gentleman (32), desires administrative position 


with commercial firm, preferably as Personal Assistant to Managing 
Director.—Box 782. 


PPLICATIONS are invited from women University graduates or 
4 those graduating this year in statistics or mathematics for a posi- 
tion in the Market Research Department of a large nationally known 
manufacturing company. The position is one in which wide scepe for 
individual work will be offered after preliminary training, and candi- 
dates must possess the capacity for independent work. -The person 
appointed will be required to reside in the North of Engiand ‘This 
branch of the company is recently established and is expanding, A 
sound commencing salary and good prospects are offered --Send com- 
plete particulars of education and qualifications to Box 783, 


YOR SALE.—Economist, July 14, 1945, to July 19, 1947, incl, Records 
and Statistics, Vol. I, Nos. 1-15 and 17-27, incl.—Box 784, 


NCONOMIST (35), qualified linguist, wishing to make market research 
4 his career, seeks initial position.—-Box 778. 


\W ELL-KNOWN packer of Frozen Fruits and Vegetables invites 

applications for post of Assistant Sales Manager, age 30-40. Post- 
tion offers good prospects to right man with ambition and initiative. 
Must possess experience of Office Administration and be capable of con- 
trolling outside Sales Staff.—Apply. giving full partict lars of past expert- 
ence, salary required, to Sales Director, Smediey’s Lid., Wisbech. 


JERSONNEL MANAGER.—A well-known retail business employing 
I large management and selling staff at Branches in London and 
Provinces require the services of a fully-qualified and experienced 
Personne! Manager. Applcants should be about 30-40 years of age, 
and have had first-class education with definite experience over last 
few years in staff. selection and training and relative systems and 
statistics. The appointment offered is permanent, with pension scheme 
benefits, and the commencing salary will be from £1,500 to £2.000 per 
annum.—Applications, giving full details of education and experience, 
should be addressed in confidence to Box 779. 


THE BOND STREET STAMP AUCTIONS 


The H. R. Harmer Saleroom is the Mecca of all serious Philatelists. 
The auctioneers of the ‘‘ Hind” and ‘ Roosevelt ’’ Collections invite 
vou to contact them if you have fine stamps or Collections for disposal. 
If you wish to buy, write for Catalogue subscription blank. Airmail 
editions of Catalogues are available six to seven weeks in advance 
of Sales. To all serious Philatelists, the H. R. Harmer Service is 
indispensable. 

H. R. HARMER, LTD., 39/42, 


New 
Tel.: No. MAY 0218. Cables: “ Phistamsel 


Bond Street, London, W.1. 
London."’ 








a 
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WE INVITE YOU. 


to make use of the services, of this Bank’s Travel, 

Commercial Intelligence and other departments 

if you intend visiting Australia or New Zealand. 

Advices from a network of branches enable us 

Essablishea to give practical and up-to-date information on 
ed all aspects of industrial, commercial and social 
conditions throughout Australia and New Zealand. 


UNION BANK 
OF AUSTRALIA 


LIMITED 
Branches throughout 
Australia Head O.fice: 


and New Zealand. 71, CORNHILL, LONDON, E.C.3. 





DEN NORSKE CREDITBANK 


Established 1857 


ean iy 


Paid-up and 
Reserves 
Kr. {iy ‘ 
37,500,000 


NORWAY 


Branches: Arendal, Flisa, Grimstad, Larvik, Lillesand, Mandal, 
Porsgrunn, Risor, Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited 
” Creditbank “ 


Telegraphic Address : Telephone: “ 42 18 20 Oslo" 





UNIVERSITY OF EDINBURGH 
ASSISTANTSHIP IN POLITICAL ECONOMY 
The University Court invite applications for appointment to an 


Assistantship in Political Economy. The salary will be £400 per 
annum, and the Assistant will be expected to take up duty on 
October Ist. The University Court will be prepared to consider making 


a grant towards the expenses of removal. 
«on, with the names of two referees, should be sent to the 
ecretary to the University by August 3lst. 





UNIVERSITY OF ABERDEEN 
LECTURESHIP IN INTERNATIONAL RELATIONS 


The University Court will shortly proceed to appoint a Lecturer in 
International Relations. Salary £600-£750 according to qualifications 
and experience F.8S.8S.U. and Family Allowance. The Lecturer will be 
required to give instruction in the history of International Relations 
from 1871 to the present, with special reference to the development 
of International institutions during the period and to the relations 
of the Great PowerS from 1919 onwards. Further particulars can 
be obtained from H. J. Butchart, Secretary, The University, Aberdeen. 





NATAL UNIVERSITY COLLEGE, DURBAN 
LECTURESHIP IN POLITICS 
Applications are invited for the above post at a salary on the scale: 
Men: £550 x £25-£725 per annum. 
Women: £425 x £25-£600 per annum. 

To this will be added a cost of living allowance. 

A suitable applicant may be appointed at any point of the scale, 
in accordance with his qualifications. 

The successful applicant will be required to lecture in Politics to 
B.A., B.Econ., and B.Com, students, at all stages. 

Membership of the University Teachers’ Pension and Provident Fund 
is compulsory. 

The appointment will be in the first instance for a probationary 
period of two years, The successful candidate will be expected to take 
up duties not later than March 1, 1949. 

Further particulars and information as to the method of application 
may be obtained from The Secretary, Universities, Bureau of the 
British Empire, 8, Park Street, London, W.1. The closing date for 
the receipt of applications is September 30, 1948. 





{aS representing an important national industry, requires 
SECRETARY, London. Previous experience association work, 
and central wage “negotiating machinery, preferred. Salary £900-£1200, 
according to experience and qualifications. 

noe stating age and other personal details, professional qualifica- 
thon f any, training and experience, positions held, etc., to—Box 785. 


1 RODUCTION eontrol, Deputy’ (aged 30-40) to manager of large 
department is required by North London Company engaged in 
the manufacture of furniture and woodware. Applicants should 
have had either theoretical or practical training in statistical methods and 
some experience in the production , cont department of a large 
organisation, or have been employed on work similar nature. The 
outstanding characteristics bitty are a ee appreciation of pro- 
duction statistics and & ability to control staff The £5)" upwara’ sa 
pensionable one and the price fr Be salary will 
according to qualifications and experience.—Box 788. 


_ OTHER NOTICES APPEAR ON PAGE 207. 





T. TD., 
at 22 Ryder Street, St. James’s, London, S.W.1, 





| 









St., Kingsway, i ee New , 
U.S. Representative: R. S. Farley, ii, Broadway, New etc. 6 -Reteeden: July 31, 1948. 
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BANKING CORPORATION 


(Inem poraed tn the Colony o/ Hongkong) 


CAPITAL sus AN et PAID Ure - - « 
RESERVE Vor NG - ° ‘ . “ 
RESERVE Uiasiir Ft MEMBERS - - . ° we 
Head ‘Office ; HONGKONG 
Chiei Manager Tae Howovrante A. Monsa, GBB. 
BRANCHES 
BURMA OHINA (on 


INDO-OHLNA MALAYA (on. NORTH 
Johore Bahru 


Peiping Haiphong 
CEYLON Shangha. Saigoa Kuala mF 
Colombo Swalow JAPAN Lampu: Ta i 
OHINA Tientain Kobe Malacos PALA Pia! i 
Amoy Te Kure Muar liotlo i 
Canton EUROPE Tokyo Penang Manila “gy ¢ 
*Cheloo *Bamburg *Yokohams Singapore SIAM ; 
Obunking Lyons JAVA Sungei Patan. Bangkok” 
*Daireo HONGKONG Batavia Teluk Apso UNI a ball 
Foochow Hongkong Sourabays NORTH KIS ie be 
Hankow Ko MALAYA BORNEO Loudon 
*Harbia INDIA Cameroon Brunei Town USA, Ys 
Moukdeo Bombay Righiands deaseiton ios York 
Nanking Calcutta lpob aa Belatt Sao Frame 





*Branches no! & re-ope! 
London Office: 9, GRACE HURCH. ‘'stR €T, £.C.3. 
BANKING BUSINESS OF EVERY KIND NSACTeD 
A comprehensive service as Trustees and Executor: & also undertaken by tie —_— 


Companies in 
HONGKONG LONDON 






































































REFUGE ASSURANCE COMPANY, LTD. 


Chief Office ;: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS  £17,500,000 

ASSETS EXCEED £ 

CLAIMS PAID EXCEED £189,000,000 
(1947 Accounts) 


GOVERNMENT OF NORTHERN IRELAND 
CIVIL SERVICE COMMISSION 

Applications are invited from British Subjects for the 4 
STATISTICAL OFFICER in the Ministry of Labour and WN 
Insurance. Candidates must be normally resident in theeQipial 
Kingdom and in the case of women must be unmarried or in 

QUALIFICATIONS: Candidates must possess an Honours JU 
degree in statistics, or in mathematics, economics or other ap - 
main subject combined with statistics, or having obtained an Ha 
degree without statistics, must have been employed wi vetimne fir 
least a year on statistical work. 

Preference will be given to suitably qualified candidates whe 
with H.M. Forces during the 1914-18 or the 1939-45 War, 
the Commissioners are satisfied that such candidates can, oF 
a reasonable time will be able to, discharge the duties efficiently. 

REMUNERATION : The Consolidated scale of salary is £700 x & 
£900 per annum. Superannuation provision will be made under 1 
Federated Superannuation System for Universities 

APPLICATION must be made on the prescribed form which may 
obtained from the Secretary, Civil Service Commission, Stormo) 
Belfast, and must be returned, with copies of two recent testim 
so as to meach him not later than August 2, 190. ‘ 


A 


; oe 
CAMBRIDGESHIRE EDUCATION COMM!’ r TEE 
CAMBRIDGESHIRE TECHNICAL COLLEGE AND SCHOOL OF 
Applications are invited for the post of Lecturer in Commerces 
Industrial Administration required in January, 1949. Candide 
should possess a degree in Commerce or Economies or hold an € 
professional qualification. Business experience would be @ 
mendation and teaching experience is desirable but not essential 
post involves day and evening work, mainly of a senior 
Salary will be in accordance with the Burnham Scale for li 
in Establishments for Further Education, 1948. | Allowance 4 oa 
made for professional or industrial experience where 
Further particulars and application forms will be fo ‘ 
receipt of a stam * addressed foolscap envelope by the ¢ 
Education Officer ( Shire HaM, Cambridge. First inquiry 
be endorsed “Commerce. id S 








I 








HIS MAJESTY’S COLONIAL SERVICE ee: 
A vacancy exists in Jamaica for a Secretary of Economie 
Candidates should possess governmental or commercial administ 
experience in responsible positions, and some academic q pation 
are also desirable, such as a First or Second Class Honours Dt 
in Economics or a Bachelor of. Commerce Degree, Salary @ m 
annum, free passages (on appointment), but not quarters, for | 
and families are provided. The age limit for the appoin is 
but pensionable terms would only be offered to applicants aot 
age of 45, who have completed three years of probation. intents 
applicants should submit brief particulars of age, qualificat 


experience to the Director of Recruitment, Colonial Office, 
Buildings, Great Smith Street, S.W. 4. 


NUNDYDROOG MINES, LIMITED 


Ata aetna of the Board of the Company held to-day, the 
mentioned dividend was declared, subject to audit:— 

First and Final for the year ended December 31, 194%, 1 
(Nimepence) per share (74%), free of Income Tax at 9s. 1 
payable on September 3, 1948, to the shareholders on the y 
the Company at the close of business on July 22, 1948. aa 

The profit on Revenue Account (Provisional) including. # 
py - Gold Duty, was £82,863 (comparative figure f 


£82,397 
By Order of the 
J.-A; WHITE, - 
Seeretary. 











ENDIX Home Appliances, Ltd. ui on Sales 4 
with the follo a qualifications. First ¢ selli 
capacity to one a Wuiles and service or ‘ion an : 
knowledge ary and weet Eo. distribu ~ vrs Bf, 
Applicants of of the ig al b d pects "are offered to 4%: 

fe bi an 
ited to ee to t calibre ‘an oe oe, Park- Lane - Lane. 
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